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HITLER’S “NEW ORDER” IN THEORY AND 
PRACTICE 


One of the conclusions of Mr. C. W. Guillebaud’s article on 
“ Hitler’s New Economic Order for Europe,” appearing in the 
December 1940 issue of the Economic JOURNAL, is that the system 
the Nazis propose to establish in German-controlled Europe has 
grave economic defects. He does not, however, specify what 
those defects are. Yet it is of the utmost importance that the 
economic disadvantages of German rule over Europe should be 
adequately realised both in the conquered countries themselves, 
in this country and in neutral countries. I propose to attempt, 
therefore, to examine critically the economic programme of the 
“New Order,” in order to ascertain how far the claims and 
promises made in this sphere by Nazi propaganda can be regarded 
as justified. 

First of all I will give a very brief summary of the main 
economic points of the “New Order” scheme compiled from 
statements by Funk and a number of other Nazi leaders and 
spokesmen. It is necessary to bear in mind, however, that there 
are frequent contradictions between the various official and 
officially approved statements on the subject. The contra- 
dictions are particularly marked between statements made for 
home consumption and foreign consumption. Moreover, the 
evolution of the “‘ New Order ” scheme is still in progress. The 
points given below represent the more or less generally accepted 
programme of the Nazi “ New Order ” propaganda campaign for 
foreign consumption at the time of writing. 

1. The system of economic planning as applied in Germany 
through the Four-Year Plan and through Nazi economic control 
in general will be extended over German-controlled Europe. 
Unemployment will thus be eliminated. 

2. The policy of ‘‘ monetary expansion without inflation ” 
which was pursued by Germany before the war since the advent 
of the Nazi regime will be applied in all German-controlled 


countries. 
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3. The policy of price control by which monetary expansion 
is prevented from affecting the price level will be applied in 
German-controlled countries. 

4, The countries under German control will retain their 
national currencies, which will be stabilised in relation to the 
reichsmark ; the latter will remain stable in relation to gold or the 
dollar. 

5. A multilateral exchange clearing system will be established, 
with Berlin as the clearing centre. 

6. Berlin will be developed into an international lending 
centre to satisfy the capital requirements of German-controlled 
countries. 

7. A high degree of international division of labour will be 
adopted under which each German-controlled country would 
specialise in the production of the goods for which it is best 
suited. 

8. The industries of German-controlled countries will be 
rationalised on an international scale; industrial cartels will 
provide for the allocation of home and foreign markets. 

9. Agricultural methods will be modernised in order to in- 
crease production and reduce the net cost. Agricultural pro- 
ducers working under less favourable conditions than those 
prevailing in overseas agricultural countries will be assured of 
permanent markets and of remunerative prices fixed in advance 
for long periods. 

10. The relations between German-controlled Europe and the 
rest of the world will be regulated by trade agreements, barter 
agreements and cartel agreements negotiated by Germany on 
behalf of the whole German-controlled economic bloc. 

It would be idle to deny that on the face of it this programme 
sounds very tempting, as it promises to remedy many of the 
economic defects from which the Continental countries suffered 
before their conquest. If the peoples of these countries were to 
accept these promises at their face value it would inevitably affect 
their attitude towards their German oppressors. From the point 
of view of the Allied cause it is therefore fortunate that the 
conquered peoples are inclined to discount the Nazi promises in 
the light of their own bitter experience of Nazi exploitation, and 
that Nazi leaders in their candid moments have made statements 
which give some idea of Germany’s true intentions, as distinct 
from the “ New Order” programme of the official Nazi propa- 


ganda. 
The facts of the ruthless exploitation of the conquered 
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countries are generally known, and are beyond dispute. It is 
claimed by apologists of the “‘ New Order,” however, that these 
patent and obvious facts are irrelevant from the point of view of 
the long-range economic programme of the Nazi Government in 
German-controlled Europe. Critics of the Nazi programme, on 
the other hand, maintain that for all practical purposes the 
“New Order” is already in operation... It consists of the 
extreme exploitation of all subject races, and while the methods 
of this exploitation may change, in substance the aim of the 
system remains unchanged. This assumption is based on the 
following considerations : 

1. Several Nazi leaders, amongst others Dr. Ley, Darré and 
Dr. Frank, and innumerable newspaper articles and broadcast 
statements openly declare that the “‘ New Order ”’ will exist for 
the benefit of the German people, and that the subject races must 
put up with a reduction in their standard of living.® 

2. The basic principle of Nazi political philosophy claims the 
superiority of the German race. Since the statements by various 
Nazi leaders about Germany’s intentions are conflicting, it seems 
reasonable to assume that those in accordance with this basic 
principle represent Germany’s true intentions. 

3. Judging by past experience, the Nazi Government will not 
consider itself bound by any promises made during the course of 
the “‘ New Order” propaganda campaign. It stands to reason 
that the German attitude towards the subject races would change 
for the worse if Germany were successful in consolidating her 
rule over the European countries. At present exploitation and 
oppression are tempered by a desire to obtain their collaboration 
in the economic war effort directed against Great Britain. Should 
this consideration cease to operate, the Germans would in all 
probability consider their promises null and void and would 
discard their self-imposed restraint. 

4. In face of the German contention that the full adoption of 


1 In this connection it is interesting to quote a recent statement by Dr. 
Bergmann, one of the leading officials of the Ministry of Commerce, who said that 
what had already been done towards creating a ‘‘ New Economic Order’”’ in 
Europe was not the result of preconceived plans but the necessary consequence 
of political and military events. Dr. Goebbels, speaking in Prague on November 
11, 1940, declared : ‘‘ Europe is already adopting the New Order.”’ 

2 ** A lower race needs less food, less clothes and less culture than a high 
race’ (Dr. Ley—January 31, 1940). Funk himself declared on July 25, 1940, 
that the New Order must assure for the German people a maximum of economic 
security, a, maximum of consumption and a maximum increase in the standard of 
living. The Hamburg radio stated on November 8, 1940 : ‘‘ German people have 
not started the war for the benefit of Europe. They had no intention of sacrificing 
themselves on the altar of a theoretical reconstruction of their continent. 
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the “ New Order ” is held up by the stubborn British resistance, 
and that once this resistance is overcome Europe would be able 
to enjoy all the blessings of Hitler’s economic plan, the likelihood 
of further wars of conquest in the interest of achieving world 
domination must be borne in mind. 

5. The more powerful Germany becomes the less she will 
trouble to allow her attitude towards subject races to be in- 
fluenced by fears of unfavourable repercussions upon world 
opinion. 

6. It is safe to assume that no humanitarian or moral con- 
siderations will ever be allowed to interfere in any way with 
Germany’s long-range attitude towards the subject races. The 
degree of their exploitation will depend entirely on cold, business- 
like calculations, and its limits will only be set by a desire not to 
destroy prematurely the revenue-producing assets represented by 
the workmen of the subject races. 

It has been argued by apologists of the Nazi ‘‘ New Order ” 
that Germany would stand to gain both economically and 
politically by a rise in the standard of living of the subject races ; 
that economically they would provide better markets for her 
industrial products, while politically they would be less trouble- 
some if they were prosperous. The economic argument is based 
on a complete misunderstanding of the nature of Nazi economics 
and of managed economic systems in general. Under a liberal 
economic system the object of export trade is twofold : it enables 
the exporting country to import, and it creates employment. 
Under planned economy, however, full employment can be 
achieved by producing solely for internal requirements, whether 
those requirements are connected with rearmament, public works 
or a planned increase of home consumption. This stage was 
reached by Nazi Germany some years before the war, and if in 
spite of this she was anxious to increase her exports, it was not in 
order to create employment but solely in order to be able to 
increase her imports. 

In her relations with the conquered countries, however, Ger- 
many is in a position to increase her imports without having to 
export a corresponding quantity of goods. This being so, it 
would serve no useful purpose, from a purely selfish and narrow 
German point of view, to aim at increasing or even maintaining 
the standard of living of the subject races merely to enable them to 
claim a larger proportion of German-produced goods. To do so 
would amount to ear-marking the producing capacity of German 
industries for the benefit of the subject races, to the detriment of 
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the Herrenvolk. Under Nazi rule this is simply inconceivable. 
Germany’s aim would be to increase her exports of capital goods 
to the conquered countries in order to achieve for her own benefit 
a better utilisation of their resources. She would certainly not 
go out of her way to increase her exports of consumption goods to 
these countries. 

As for the political argument in favour of maintaining a high 
standard of living in the conquered countries, the fact that 
Germany brought about a sharp reduction in the standard of 
living of the subject races just at the moment when their good- 
will was essential for her war effort shows that she prefers to rule 
by enforcing iron discipline, rather than by making concessions 
to the conquered. As I pointed out above, in this respect the 
consolidation of Germany’s rule would change matters for the 
worse. 

It is sometimes argued in support of the theory that in the 
long run Germany would abandon her policy of exploitation, that, 
according to the experience of history, the system of slave- 
keeping is uneconomical. Against this it must be borne in mind 
that never before in history had a slave-keeping race combined 
such a high degree of ruthlessness with such a high degree of 
efficiency as is displayed by Nazi Germany. Admittedly, well- 
fed slaves can be worked harder than under-fed slaves. This fact 
is realised by the German Government, and in a circular dated 
January 25, 1940, Field-Marshal Goering, in his capacity of head 
of the Four-Year Plan, instructed the German occupation authori- 
ties in Poland to give Polish munition workers absolute priority 
over the food supplies available for the Polish civilian population. 
The application of this rule would mean, however, that other 
sections of the population would pay the price for the slave- 
owner’s desire to keep his hard-worked slaves in tolerably good 
physical condition. It is true that in the long run this dis- 
crimination between the standard of living of those actually 
engaged in producing for the benefit of the ruling race and the 
rest of subject races would result in a decline in the population 
of the conquered countries. Germany would not, however, be 
altogether displeased with such a result, as room would have to be 
found for the German population, whose increase is likely to be- 
come accelerated under the influence of the high standard of 
living secured through the exploitation of the subject races. 

On the basis of the above considerations it seems reasonable 
to assume that the general long-range economic policy of Germany 
under the “‘ New Order ” will not differ fundamentally from the 
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policy of exploitation pursued since the invasion of the German- 
controlled countries. This assumption is confirmed by the 
evidence of a consistency of purpose in the German attitude 
towards the Continental countries during the course of the 
increase of her influence over them. Indeed, the difference 
between the methods employed during the peaceful penetration 
in South-Eastern Europe and those employed in the same coun- 
tries and in other countries after their conquest is merely one of 
degree. Most of the points of the Nazi “ New Order ” propaganda 
appeared already in an embryonic form during the pre-war trade 
drive in South-Eastern Europe. They reappeared in a much 
more highly developed form in the conquered countries. The 
difference between the theories of the Nazi “New Economic 
Order” and their practical application was already evident 
during the period of peaceful penetration ; it became very striking 
in the experience of the conquered countries. 

Let us now proceed with the examination of the specific 
economic points of the “‘ New Order ” programme on the basis of 
the above general considerations. 

1. Beyond doubt, with the aid of planning it would be possible 
to increase production and reduce unemployment in German- 
controlled Europe. There is no reason to suppose, however, that 
the subject races would benefit in any way by these results. 
Economic planning would pursue exclusively German aims, very 
often at the expense of the subject races. This tendency was 
already noticeable during the period of peaceful penetration when 
the creation of industries essential for the prosperity of agriculture 
in South-Eastern Europe was discouraged. After the series of 
conquests in 1939 and 1940 this policy was carried consider- 
ably further. The de-industrialisation of the conquered Western 
European countries became the German Government’s openly 
declared aim. Industrial unemployment in the conquered 
countries was deliberately increased, largely in order to be able to 
recruit underpaid unskilled labour for the Reich. Nazi leaders 
openly admit that the aim is to secure for German labour all the 
better-paid jobs requiring skill, and to use the “inferior” im- 
ported foreign labour for unskilled work. Moreover, the present 
practice is to pay these foreign labourers some 30 per cent. lower 
wages than those paid to the corresponding classes of German 
labourers. Thus, even though unemployment may be reduced 
through Nazi inter-European planning, the working classes of 
the conquered countries would fail to benefit by it, since their 
standard of wages would suffer a reduction. 
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2. Monetary expansionism, like economic planning, is applied 
under the “New Order ” for the sole benefit of Germany. The 
difference between the results of this monetary policy in the 
Reich and in German-controlled countries is that while in Ger- 
many every effort is made to keep down the degree of inflation, 
in the conquered countries the German authorities do not make 
undue efforts to that end. For, while it is Germany that derives 
the full benefit of inflating other nations’ currencies, it is the 
other nations that have to bear the burden of the inflation. 

Already during the German trade thrust in South-Eastern 
Europe Germany managed to force the countries concerned to 
expand their currencies for her benefit. As a result of the 
accumulation of big frozen reichsmark clearing balances the 
monetary authorities of these countries had to finance their 
exporters, who could not afford to wait until they were paid 
through the clearing account. The degree of expansion thus 
brought about by Germany was, however, negligible compared 
with the degree of inflation forced upon these and other countries 
after their conquest. 

The methods of German inflation in conquered countries 
deserves a detailed examination. The following are the best- 
known of these methods : 


(a) The armies of occupation and the hosts of officials 
and of civilian visitors that followed in their wake spent 
huge amounts of reichsmark notes and Reichskredits-Kasse 
notes on the purchase of goods. While the use of the reichs- 
mark notes was discouraged after a while (except in Czecho- 
slovakia, where they circulate freely), the Reichskredits- 
Kasse notes were made legal tender. The Central Banks of 
the conquered countries were compelled to exchange these 
notes for their own notes at the official rate, and were forced 
thereby to expand their own note issues. This explains in 
part the increase of their note circulation.1 

(b) A large proportion of the purchases made by the 
German occupation authorities were paid off with the aid of 
“‘ requisition notes” or “ credit notes,” the settlement of 
which was promised for after the war. The Central Banks 
had to relieve producers and merchants of these frozen claims, 
and in doing so they had to expand their currency. It is 
not merely current production that was requisitioned by the 
invaders but to a large extent also capital assets such as 
livestock, and consequently the extent to which the Central 
Banks were called upon to finance these operations was 
abnormally large. 


1 The note issue of the Netherlands Bank increased from 1,166,000,000 
guilders to 1,552,000,000 guilders between April and December 1940. 
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(c) The Central Banks of conquered countries have to 
finance the industrial undertakings which work for the benefit 
of Germany. The credits they thus grant are not self- 
liquidating. As a general rule Germany pays in the form of 
Treasury bills for the war material delivered by industrial 
firms in occupied countries. These bills have to be discounted 
by the Central Banks, and their amount is simply added to 
the growing total of their claims against Germany. 

(2d) The method of over-importing through the working 
of clearing accounts is practised on a much larger scale than 
during the period of peaceful penetration. Before their 
conquest the countries concerned were in a position to limit 
the unwanted expansion of their currencies through the 
accumulation of frozen reichsmark clearing balances. After 
their conquest, however, they were no longer in a position to 
refuse to export to Germany, or to insist on the increase of 
their imports from the Reich. 

> (e) The occupation expenses levied by the conquered 
countries are paid in part through placing at the disposal of 
the occupation authorities large amounts of the local cur- 
rency. This again swells the inflationary expansion of these 
currencies. The extent of inflation on this account must be 
very large. {In the case of France occupation costs were 
fixed at 20,000,000 reichsmarks a day. In order to be able 
to provide this sum the Vichy Government obtained special 
advances from the Bank of France, and the total of these 
advances reached 85 milliard francs in January 1941. Other 
occupied countries have also to pay occupation costs far 
in excess of their capacity to finance them out of their 
budgetary resources. Norway, for instance, has to pay 
2,500,000 reichsmarks a day, which for a small country with 
a population of under 3,000,000 is exorbitant. 

(f) The German occupation authorities pursued the policy 
of paying generous prices in terms of local currencies, 
partly in order to be able to buy the largest possible quanti- 
ties of goods, and partly in order to mitigate the unpopularity 
of their regime. As the exchange rates are fixed in their 
favour, and as in any case the purchases are financed by 
the local Central Banks, they can well afford to pay these high 
prices. This deliberate increase of the price level tends to 
accelerate the working of inflationary factors set in motion 
by the practices described above. 

(g) While on the monetary side German occupation 
resulted in expansion on a large scale, on the goods side, 
supplies were being depleted to an abnormal degree through 
purchases and requisitioning of stocks, the encouragement 
of exports to Germany on private account and consumption 
by the German occupation armies and German civilian 
evacuees. 

While in some countries, such as for instance Holland, efforts 


are made to moderate inflation through absorbing the additional 
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purchasing power by means of issuing loans, other countries, such 
as France, have abandoned any attempt to stem the tide. Every- 
where, even in Holland, the well-known symptoms of advanced 
inflation are becoming increasingly evident. 

The process of inflating other peoples’ currencies tends to 
produce distinctly deflationary, or at any rate anti-inflationary, 
effects within the Reich itself. This effect is produced in the 


following ways : 


(a) The Government of the Reich need not use reichs- 
mark resources for the payment of a considerable proportion 
of her purchases in conquered countries. To that extent her 
own burden of war finance is relieved. 

(b) German importers have to pay into the clearing 
account in Berlin the purchase price of the goods bought 
in conquered countries, and the accumulation of these bi 
frozen reichsmark clearing balances places at the disposa 
of the Treasury of the Reich large amounts of reichsmarks. 

(c) Since, as we shall see below, the reichsmark is 
deliberately under-valued in conquered countries, the Ger- 
man importers are able to import from them at low prices in 
spite of the rise in the price levels in terms of local currencies. 

(d@) On the goods side, the process tends to increase 
Germany’s supplies, and this increase is not accompanied by 
any corresponding expansion of the purchasing power of the 
German population. 


Under the exchange clearing system, as under the automatic 
gold standard, an import surplus tends to produce a deflationary 
effect and an export surplus an inflationary effect. The German 
monetary authorities may find a perpetual adverse trade balance 
a convenient way of keeping down the monetary anpension 
effected in the Reich for internal purposes. 

There is no reason to suppose that this method, or other 
methods of inflating the currencies of conquered peoples, are 
meant to be merely temporary war-time expedients. The con- 
quered countries will have to continue to export to Germany in 
excess of their imports from her. Part of the amounts paid for 
occupation costs will be used for reducing Germany’s indebtedness 
to these countries. In fact it is freely admitted by many Nazi 
spokesmen that even Germany’s internal indebtedness arising 
from this war will be paid off out of the amounts to be collected 
from conquered countries. This being so, their budgetary 
deficits arising from reparations payments may be regarded as a 
permanent feature of the ‘‘ New Order.” The process is alto- 
gether far too advantageous for Germany to justify the charitable 
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assumption that after the consolidation of German rule in Europe 
it would be abandoned. 

That Germany intends to pursue an inflationary policy in the 
conquered countries under the ‘“‘ New Order ”’ is also indicated by 
the decision not to unify their currencies with that of the Reich. 
It is only by retaining the local currencies that it would be possible 
for Germany to derive full benefit from inflation in the conquered 
countries without any adverse effect upon the Reich itself. 

3. In the light of the above considerations, it is difficult to 
imagine that the German price policy aiming at stability of the 
price levels in conquered Europe could succeed. The fact that 
price control largely succeeded in Germany does not in the least 
justify the assumption that it will succeed in the conquered 
countries, whose position differs from that of Germany in the 


following respects : 


(a) The extent of expansion is considerably larger in the 
occupied countries than in the Reich. 

(6) The population of the conquered countries is less 
law-abiding than the German population, especially as 
circumvention of price control imposed upon them by the 
hated conqueror is not regarded as a disloyal act. 

(c) Over-valuation of the reichsmark in terms of the 
subject currencies tends to raise the local price levels, while 
it tends to lower the German price level. 


As a matter of fact the price levels in conquered countries 
have actually risen to a considerable extent since their conquest. 
Even the officially controlled prices show substantial advances, 
while prices in the black markets have risen by several hundreds 
of per cent. 

4. Given the facts of the difference between the relative 
degrees of inflation in the Reich and in conquered countries, and 
of its effect upon their relative price levels, it is difficult to imagine 
that the pohcy of stabilising subject currencies in relation to the 
reichsmark can in the long run be successful. The stable exchange 
rates would become increasingly artificial and their maintenance 
would become increasingly difficult. Nor is there any reason to 
suppose that the German authorities would exert themselves to 
maintain the stable exchange rates, if, as a result of the rise in 
prices in conquered territories, the reichsmark would become over- 
valued. 

In this respect, as in so many other respects, the experience 
during the period of peaceful penetration is instructive. The 
‘ procedure was the following: German buying agents bid up the 
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prices of goods in South-Eastern Europe in order to divert their 
trade to Germany. The next step was for the German Govern- 
ment to demand a devaluation of the South-Eastern European 
currencies in terms of the reichsmark, on the ground of the rise 
of their internal price levels. When the Governments concerned 
yielded to German pressure the reichsmark became once more 
undervalued in terms of their currencies, and German buying 
agents were once more in a position to bid up the prices of local 
products. 

Until 1940 the South-Eastern European Governments suc- 
ceeded in resisting to some extent German pressure for the 
devaluation of their currencies. With the increase of Germany’s 
political and military power in that part of Europe, however, they 
felt compelled to yield. Thus the Yugoslav Government agreed 
to a devaluation of the dinar from 14-80 to 17-82 to the reichs- 
mark. The Rumanian Government agreed at the end of 1939 to 
a devaluation of the leu from 41 to 50 to the reichsmark, while 
after the German occupation it was forced to agree to a further 
devaluation to 60. 

The German claim to introduce stability in the exchanges of 
the conquered countries is not borne ont by their experience since 
the German occupation. Several of these exchange rates were 
subject to repeated changes dictated by Berlin. In the early 
autumn of 1940 the Dutch guilder and the Belgian franc rates 
were devalued, after having been fixed at the time of the occupa- 
tion at what the Germans subsequently considered to be exces- 
sively high figures. The value of the Luxembourg franc was also 
changed twice. The French franc rate for clearing purposes was 
changed from 16-27 to 20-00 to the reichsmark. 

There can be little doubt that the various involved and 
ingenious methods of currency conjuring which were employed 
with such great success in Germany before the war will also 
be employed in the conquered countries. Indeed, already there 
are signs that the multiplicity of exchange rates which exists 


1 In an article appearing in the November 1940 issue of Hconomica, Dr. F. 
Benham stated that the insistence of Germany upon the devaluation of the leu in 
terms of the reichsmark aimed merely at an increase of Germany’s share in 
Rumania’s trade and not at an improvement of the terms of trade. By the 
time this article appeared in print Rumania was under German occupation and 
Germany was in a position to secure for herself as large a part of Rumania’s 
trade as she liked. Nevertheless, she insisted upon a further substantial de- 
valuation of the leu, a fact which clearly disproves Dr. Benham’s charitable 
assumption that Germany, in pressing for its devaluation, did not aim at ex- 
ploiting Rumania. Dr. Benham’s argument that the gain of German importers 
through the devaluation is the loss of German exporters, disregards the fact that 
most German exports to Rumania are quoted in reichsmarks. 
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regarding the reichsmark is gradually being adopted regarding 
the subject currencies. In several conquered countries there are 
separate exchange rates for clearing purposes and for reichsmark 
notes; there is also a black market where exchange rates are of 
course entirely out of touch with official rates. 

5. The German claim to regulate under the “‘ New Order ” 
commercial and financial relations between German-controlled 
Europe through a multilateral clearing system with Berlin as its 
centre may sound attractive on the surface. If, however, each 
one of the conquered countries has frozen reichsmark balances on 
its clearing account, there seems to be very little scope for the 
successful operation of a multilateral clearing. It is, of course, 
possible that these one-sided balances will be offset by German 
reparations claims. In that case the main purpose of the multi- 
lateral clearing will be to provide the technical machinery for the 
collection of tributes by Germany. 

Admittedly, in theory at any rate, multilateral clearing may 
play a useful part in the commercial and financial relations 
between the conquered countries, as distinct from their relations 
with Germany. In practice, however, their trade with each 
other would be entirely controlled by Germany, so that it would 
be a mistake to imagine that the multilateral clearing system 
would create a kind of free trade area within German-controlled 
Europe. Moreover, the settlement of clearing balances through 
the Berlin clearing office provides an opportunity for the German 
authorities to distribute rewards and punishments amongst the 
conquered countries according to their behaviour. A country 
which shows reluctance to obey Berlin’s dictates might be 
penalised by being forced to exchange comparatively liquid 
clearing balances against hopelessly frozen clearing balances. 

6. As for the German claim to establish a financial centre in 
Berlin for the purpose of lending to German-controlled Europe, it 
seems reasonable to assume that the activities of the proposed 
centre would largely consist of re-lending to the conquered 
countries the proceeds of their exploitation by Germany. At 
present the conquered Western and Northern European countries 
are in no need of capital, but after a few years of German regime 
their general impoverishment may make it necessary for Germany 
to finance those of their industries which are allowed to continue. 
By that time the surviving undertakings would be of course in 
German hands. The countries of Eastern and South-Eastern 
Europe are decidedly in need of capital, which Germany would 
provide for the purpose of increasing their production of minerals 
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and other raw materials and foodstuffs. To that end Germany 
would export to the countries concerned machinery and equip- 
ments in return for the import of their products. This was 
already done to some extent during the period of south-eastward 
trade thrust. But since these capital items were sold on a 
medium-credit basis they did not affect the position of the 
clearing accounts, which continued to show big frozen reichsmark 
balances. Presumably the situation would be the same under 
the “‘ New Order,” with the difference that the frozen reichsmark 
balances would be offset by reparations payments. Germany 
would thus be able to accumulate long-term claims against these 
countries without having to export in excess of her imports, or 
even to the limit of her imports. 

One of the main functions of the proposed Berlin financial 
centre would be to grant loans to conquered countries which 
would otherwise be unable to transfer the excessive reparations 
imposed upon them. The difference between the maximum 
export surplus they can be forced to produce and the amount of 
reparations they have to pay will be raised through borrowing 
in Berlin. It is by such means that Germany would become a 
creditor and lender country. 

7. The projected international division of labour under the 
“New Order” has nothing in common with that division of 
labour which has always been the ideal of the liberal school of 
economists. The countries controlled by Germany would not be 
given a chance to produce the goods which they can produce at 
the lowest cost and in the best quality, unless this happened to be 
in accordance with German interests. The division of labour 
imposed upon German-controlled Europe would be based on the 
following rules : 


(a) The subject races would have to be deprived of the 
opportunity of arming themselves against Germany. Con- 
sequently all their arms industries would have to be removed 
to the Reich. 

(b) The subject races would have to be deprived of the 
opportunity of building up new arms industries. Conse- 
quently all industries which would be suitable for such 
purpose would have to be demobilised. 

(c) Among the remaining industries those which compete 
with German industries would have to be eliminated. 

(2) Industrial production in general would have to be 
replaced by agricultural production as far as possible. 

(e) Among the various branches of agricultural pro- 
duction those tending to secure a higher standard of living 
would have to be concentrated in Germany. 






















































14 THE ECONOMIC JOURNAL [APRIL 


Already during the period of the German south-eastward 
trade drive there were indications that Germany wished to 
establish in her Lebensraum a division of labour that pursued 
entirely selfish German aims with utter disregard of the interests 
of the Balkan countries. As an example let it be sufficient to 
recall that Hungary and Rumania were prevented from developing 
fruit canning and meat industries, simply because it was to 
Germany’s interest that they should be at the mercy of German 
purchases of their raw products. Since the conquest of a number 
of countries some progress has been made towards putting the 
above rules into practice, even though the immediate require- 
ments of the war necessarily delayed the dismantling of all arms 
factories situated on conquered territories. 

8. Since within a relatively brief time all the important in- 
dustries that will be allowed to survive in conquered countries 
will be under German control, the projected “ international ” 
agreements would amount to agreements between German 
industries in the Reich and in the conquered countries. Any 
advantages derived from such agreements would be for the 
benefit of German interests. 

9. The agricultural programme put forward by the “ New 
Order’ propaganda is one of the most essential parts of the 
scheme. The various statements made on this subject are 
conflicting. While some of them foreshadow the modernisation 
of agriculture in South-Eastern Europe, others promise the 
bolstering up of the present inefficient system of peasant farming 
by means of artificially high prices. The promise of remunerative 
prices, fixed in advance for a long period, and of steady markets, 
is bound to appeal to the peasants, in so far as they trust these 
promises. The experience of several Balkan countries in this 
respect is, however, anything but encouraging. In 1938 and 
1939 Funk and other Nazi negotiators submittec proposals to 
South-Eastern European Governments for the purchase of their 
crops in advance for several years ata price which, at that time, 
appeared to be attractive. Most of these proposals were rejected, 
however. The agricultural interests which at that time were 
strongly dissatisfied with their Governments’ decisions have 
discovered in the meantime how right those decisions were. 
For, since 1938, and even since 1939, agricultural prices in South- 
Eastern Europe underwent a spectacular rise, so that prices 
which at the time of the German offers appeared to be attractive 
are now considerably below the prevailing level. Doubtless to 
some extent the rise was due to general war conditions which 
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could not have been foreseen with any degree of certainty. Toa 
very large extent, however, the rises, especially in Rumania and 
Yugoslavia, were due to the devaluation of the local currencies 
against the reichsmark. Simultaneously with the offers of long- 
term contracts for the purchase of their products, the German 
Government demanded a devaluation of their currencies, in order 
that the higher prices paid in terms of the local currencies should 
not be high in terms of reichsmarks. In the case of Rumania, for 
instance, the reichsmark rate was raised by nearly fifty per cent. 
since the end of 1939. This was bound to produce a strong effect 
upon agricultural prices in Rumania. Such long-term contracts 
as were concluded in March, 1939, and subsequently have thus 
already proved to be highly unprofitable. 

Under the “‘ New Order” long-term contracts would be 
forced upon the South-Eastern European countries. They would 
safeguard Germany against the disadvantages of the rise in the 
local price levels in consequence of German-produced inflation, 
and would enable her to derive the full benefit of any subsequent 
devaluations of these currencies in terms of reichsmarks. 

In so far as Germany would introduce modern agricultural 
methods in South-Eastern Europe, the result would be an increase 
in agricultural unemployment. The only possible way for the 
reduction of that unemployment would be the development of 
industries in South-Eastern Europe, as a result of which the 
problem of over-population would find its natural solution. 
Germany is, however, strongly opposed to the industrialisation of 
any country within her Lebensraum. 

10. Beyond doubt Germany would be in a very strong 
bargaining position in relation to countries outside German- 
controlled Europe. For one thing, competition between the 
various European buyers of overseas products and between 
the various European sellers in overseas markets would cease. 
All negotiations would be conducted by Germany. Moreover, 
Germany would bring about a substantial increase of the pro- 
duction of food and raw materials in German-controlled Europe, 
which would further strengthen her bargaining position in 
relation to other continents. She would be able to obtain 
favourable terms. There is no reason to suppose, however, that 
any country other than Germany would benefit by those terms. 

During the period of South-Eastern European penetration the 
German negotiators often pressed the Balkan Governments to 
grant Germany a monopoly of their imports and exports. These 
proposals were rejected, however, for the Governments concerned 
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were anxious to avoid being at the mercy of Germany in the 
matter of their entire foreign trade. The occupied countries 
have, however, no option but to submit, even though in doing so 
they stand to gain nothing and to lose a great deal. They can be 
forced, for instance, to over-export goods essential for home 
consumption, in order to enable Germany to increase her own 
imports. 

From the point of view of the countries outside German- 
controlled Europe the “‘ New Order ” would mean less favourable 
terms of trade and a permanent contraction of the European 
markets for many of their products. In any case the ‘‘ New 
European Order” would be only an intermediate stage, and the 
ultimate end would be a “‘ New World Order ” to be introduced 
after the conquest of the other continents, 

What will be the position if Germany is defeated? It may 
take some years before the task of the liberation of the conquered 
countries is accomplished. And in the meantime German 
economic policy under the ‘‘ New Order ” will go a long way to- 
wards putting into practice the idea of increasing the economic 
dependence of all the conquered countries upon Germany. It is 
hoped that through de-industrialisation and the conversion of 
agricultural production in accordance with Germany’s special 
requirements, Germany could thus confront Europe with a fait 
accompli from an economic point of view. Such a development 
would strengthen the agitation in this country in favour of 
allowing Germany to retain her controlling position on the Con- 
tinent in the economic sphere, even in case of a British victory. 

It stands to reason, however, that the nations which have had 
direct experience in German oppression and exploitation under 
the “‘ New Order ”’ will strongly object to any arrangement by 
which they would be placed at the mercy of Germany from an 
economic point of view. It is inconceivable that they should 
agree of their own free will to the application of the economic 
clauses of the ‘‘ New Order,” and it is equally inconceivable that 
the victorious British armies should be used for the purpose of 
forcing them to accept arrangements which are entirely un- 
palatable to them. 

From the point of view of the Continental countries concerned 
it is essential that post-war trade relations with Germany should 
not interfere with their complete political and economic freedom 
of action. They are entitled to live their own lives in their own 
way, instead of merely serving as Germany’s Lebensraum. The 
Continental countries will insist after the war that their economic 
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systems should not be moulded so as to suit Germany’s exclusive 
convenience, but should be allowed to develop largely in accord- 
ance with their own national interests. Even if this meant a 
lower standard of living (which is by no means the case; in fact a 
certain degree of industrialisation would go a long way towards 
raising their standard of living) it would be well worth their while 
to make sacrifices for the sake of safeguarding themselves against 
the recurrence of the unmitigated evils of Hitler’s “‘ New Order in 
Europe.” 

This does not mean that there should be no active trade 
between Germany and the liberated countries, or even that Ger- 
many should not be allowed to secure the lion’s share of their 
trade. What is vitally important from the point of view of the 
Continental countries is that Germany should have to earn her 
predominant place in their trade, as she earned it before 1914. 
The Continental countries should not be tricked into increasing 
their trade with Germany, as they were during the period of 
peaceful penetration; nor should they be forced to do so, as they 
were during the period of their occupation. Germany should not 
be granted a privileged position as the undeserved reward of her 
past behaviour, or as a political concession aiming at her appease- 
ment. Before the last war Germany’s trade with Continental 
Europe was making good progress, even in the absence of any 
preferential treatment, let alone ‘‘ New Order’ schemes. There 
is no reason why she should not be able to regain her old position 
with the aid of hard and honest work for a change, instead of 
financial and commercial jugglery, political blackmail and military 
despotism. 

Nor is industrialisation in South-Eastern Europe an in- 
surmountable obstacle to an expansion of trade with Germany. 
Experience has proved that as a result of the increase of the 
purchasing power of agricultural countries through their partial 
industrialisation, they are capable of absorbing larger quantities 
of imports than before, even though their needs in certain classes 
of imports would decline. 

The constructive points in the “‘ New Order ” which under the 
Nazi scheme would work for the exclusive benefit of Germany 
could easily be applied in the liberated countries of the Continent. 
Economic planning, monetary expansion, price control, currency 
stability, multilateral exchange clearing, rationalisation of pro- 
duction and markets on an international scale, scientific develop- 
ment of agriculture, etc., are not Nazi inventions. Every liber- 


ated country is in a position to apply them. The prestige and 
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power of a victorious Britain, instead of being used for forcing 
these countries into the acceptance of German economic domina- 
tion for the sake of appeasing the defeated foe, should be used 
for inducing these countries and other countries to co-ordinate 
their efforts towards the development of a more rational economic 
system. 

After their recent experience the liberated countries will be 
naturally distrustful, and will be inclined to resist an undue 
expansion of their trade with Germany for fear that it would lead 
once more to political penetration. It is for Germany to over- 
come their distrust and to earn an increase of her trade with them 
by a genuine and obvious abandonment of her ambitions of 
political domination. The very fact that her trade expansion 
will depend upon her political attitude will tend to influence her 
foreign policy in a pacific sense. No such inducement would 
operate if after this war her economic domination in South- 
Eastern Europe were admitted as forming her natural right. 
In that case there would be a strong temptation for Germany to 
reinforce her economic supremacy by a political supremacy. If, 
on the other hand, Germany is made to realise that any revival 
of her aggressive Lebensraum policy would lead to an immediate 
contraction of her markets and raw material resources on the 
Continent, there would be a strong inducement for her to remain 
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THE GERMAN WAR ECONOMY IN THE LIGHT OF 
ECONOMIC PERIODICALS 


II 


THis second analysis deals with the first four months of 
1940. The first article appeared in this JourNaL, December 
1940. As previously, the official Vierjahresplan is quoted as 
V.J.P., and the unofficial Volkswirt as D.V. 


General Planning and Organisation 


The feeling of superiority 1 continues unabated. The main 
event of the period is the creation of a General Economic Council ; 
and in his first proclamation the Chairman, State Secretary 
Kérner, declared: ‘“‘We have a tremendous start ahead of our 
enemies, whose war economic organisation—as reported by 
neutral observers—remains still extremely hesitating and incom- 
plete” (V.J.P., 5/1/40). An article on “‘The Price Chaos of 
Our Opponents ” observes a “ general failure of organisation ” 
and a “completely inexperienced price-control organisation ” 
(V.J.P., 5/1/40). The new Council meets once a week (D.V., 
5/1/40), and it is very remarkable that (alone of all the depart- 
ments concerned) the Treasury and the Reichsbank are excluded 
from membership on the Council, although they can be asked 
to be represented “‘ if the need arises ” (V.J.P., 5/1/40)—a strik- 
ing proof of the absence of ‘“‘ Treasury Control.” As time pro- 
ceeds, claims are frequently made that the enemy countries 
have to use German methods. “ England has to come round 
to methods of war economy which for all the world are visibly 
marked as ‘ Made in Germany ’ ” (D.V., 23/2/40). 

Criticism is mainly directed against waste and extravagance 
in the inflated and all-powerful economic “ groups ’’ and other 
control organisations. The Volkswirt enthusiastically hails the 
decree of March 8, that the compulsory economic organisations 
must reduce their 1940 expenditure to 85 per cent. of that in 
1939; that all their budgets are now to be checked by the Reich 
Chamber of Commerce; that increases of expenditure must be 
specially approved by the Minister; that all accounts are to be 
examined by a special branch at the Reich Chamber of Com- 


1 Cf. the first article. 
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merce; that regulations on expenditure are to be issued; and 
that all expenditure on real estate and old or new premises are 
subject to approval by the Minister (D.V., 29/3/40). In the 
following issue, under the heading “ Economy in Administra- 
tion,” this decree is called “the most important measure in 
economic organisation since the basic laws of July 1936”; but 
the paper is also a little worried at the increased degree of cen 
tralisation implied; it is hoped that this will not ‘‘ remove the 
organisations too much from the front line in the factories ” 
(D.V., 5/4/40). This last note is also sounded in a warning in 
the official journal that the war measures “‘ should adjust them- 
selves to the actual conditions in the individual industries and 
not alter them artificially” (V.J.P., 5/2/40). The Volkswirt 
adds significantly that the reminder to use the funds collected 
by the compulsory “groups” for their proper purposes only 
will be a “‘ real and welcome relief to a number of organisations ” 
(D.V., 5/4/40). 

The other subject of concern is the “‘ paper war” (D.V., 
22/3/40) to which firms are subjected by State Departments, 
controls and other outside bodies. After listing the immense 
amount of work to be done by the wage offices of the various 
firms—owing to the tangle of overlapping means tests applied, 
from wage tax to special “ fat ’’ coupons—the Volkswirt declares : 
“This adds appreciably to the cost of production ” (D.V., 19/1/40). 
Returning to the subject on which “ many letters from readers 
have been received,” the paper maintains that there is both 
need and scope for “ simplification” and that the Government 
Departments make “excessive claims on the firms” (D.V., 
1/3/40), and some weeks later again it records the receipt of 
‘numerous letters which show how burning the problem is felt 
to be” (D.V., 5/4/40). The introduction of “lump sums” 
instead of difficult schedules is urged (D.V., 9/2/40). 

In line with these complaints, but rather in contrast with 
the previous pride in the high degree of statistical “‘ penetra- 
tion,” 1 the President. of the Central Statistical Department 
now declares that his Department has stopped in the past year 
(to April 1940) no less than 167 statistical enquiries altogether 
and simplified 237 enquiries. Only 194 were passed as “‘ necessary 
and justified ” (V.J.P., 20/4/40). 

During the period there was a definite consolidation of the 
compulsory “ groups” whose economic war functions as self- 
governing bodies had been extremely doubtful at first.2 ‘‘ Policy 

1 Cf. the first article. * Cf. the first article. 
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and inspection by the State, administration by the economic 
groups” is the principle now officially enunciated (V.J.P., 
5/4/40). In the cases of cellulose, paper and cardboard the 
secretaries of the existing cartels have been appointed con- 
trollers acting under the orders of the “‘ Reichsstelle ” for paper 
(D.V., 12/1/40). 

‘The policy of dispersion of orders has stood the test” (D.V., 
1/3/40). Special “‘ sub-contractors’ exchanges’ have been set 
up in Western and Southern Germany. Where concentration 
will have to come in the course of curtailment of civilian con- 
sumption a regional balance will have to be maintained (D.V., 
1/3/40). In general, the Volkswirt declares there can be no justi- 
fication for transferring labour and machinery (simultaneously) 
from a non-essential to an essential (“‘ W ’’) firm; for if a non-W 
firm has both it can be utilised by a dispersion of orders except 
in cases where there are special advantages of concentration, 
such as working in several shifts, or the elimination of bottle- 
necks (D.V., 1/3/40). The Volkswirt also stresses that the 
“principle of dispersion’ is permanent, and not only for a 
period of transition (D.V., 1/3/40). 


Organisation of Supply 

Methods of concentration of output and compensation of 
closed-down firms have been notably developed in our period, 
and are closely discussed. The soap industry (which was 
previously described as a New Model of price policy 4) is also a 
New Model in the organisation of supply. Output is concen- 
trated on the most efficient plants, which must act as agents of 
the laid-up plants and transfer a specified part of their output 
to them. The closed firms receive “participation certificates ” 
entitling them to their share of output. This arrangement is to 
enable the closed firms to maintain their business connections 
with their own “reserved contingents.” There is, for this 
reason, no allocation of markets (in spite of compulsory 
standardisation) because some firms had built up national selling 
organisations, and markets were overlapping; but there are 
set up regional “ equalisation bureaux ” to prevent unnecessary 
transport (D.V., 5/1/40). 

Pooling or “community working” is also introduced for the 
use of agricultural machinery. For this purpose each village 
is organised as a community under the leadership of the local 
“Peasant Leader” (V.J.P., 5/1/40). Similarly, canal barges 

1 Cf. the first article. 
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which were not immediately and fully used as soon as weather 
conditions permitted have to be requisitioned and handed over 
to other owners and companies for use (D.V., 2/2/40). The fur 
trades have been amalgamated to a compulsory “‘ community ” 
with full pooling of resources and profits. The “‘ community ” 
allocates orders to the various firms and determines which firms 
must close down and how much compensation is to be given. 
The owners of closed firms are to be employed by the “ com- 
munity ” (D.V., 19/4/40). 

“Sharing of markets” is also noticeable as a measure of 
war adjustment. The three big lignite syndicates—the Rhenish, 
Central and Eastern—have demarcated their markets and 
eliminated the “competitive” areas (D.V., 29/3/40). On the 
other hand, the Volkswirt pronounces against a compulsory 
* sharing of markets ” between wholesale traders in their deliveries 
to retailers. “It is not possible to replace a system built up in 
the course of decades through personal entrepreneurial achieve- 
ments by a schematically constructed distributive system. .. . 
Trading is not a spare-time occupation for civil servants or 
engineers ” (D.V., 29/3/40). Why not, the paper asks, achieve 
the desirable savings in transport by allowing the wholesaler to 
supply the retailers with their quotas for several weeks in bulk 
instead of weekly driblets ? (D.V., 29/3/40). 

The compensation scheme for laid-up firms was outlined by 
an Enabling Order (V.J.P., 20/3/40). There is no claim to 
compensation, but discretion is applied, with a sort of “‘ means 
test.” It is not the owner that is to be protected, but the work 
itself (D.V., 1/3/40). Accordingly, no “ entrepreneur’s wage ” 
will be paid; nor money to meet “ excessive ” financial obliga- 
tions. The firm must be “ worth conserving,” and the payment 
of compensation will be linked up with a process of “ weeding 
out” (D.V., 1/3/40). Excluded from the scheme are shipping 
(where the problem is too big), utilities in municipal ownership, 
and hotels (because they are ‘“‘over-indebted”’ and because the 
closing of hotels is “too loosely connected with the war”) 
(D.V., 1/3/40). Banks are included, to the extent that they 
have to pay contributions under the scheme, but as no banks 
are closed down the money is transferred to hard-hit industries. 
The contributions may not be included as “ cost ’’ for purposes 
of price calculation, but may be deducted for purposes of taxa- 
tion (D.Y., 1/3/40). Compensation in industry is only given 
where the firm is closed down, but in trade it may also be given 
to firms whose activities are only restricted (D.V., 1/3/40). The 
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announcement of the compensation scheme—which was expected 
to begin to operate in May—immediately sent up the shares of 
“ unessential industries,” e.g., textiles (D.V., 1/3/40). 

Standardisation of output is making rapid progress. Even 
in building, it is to be applied “ at once,” on a compulsory basis, 
‘* particularly for town tenements”; this is ‘to enable mass- 
production methods to be used and materials and labour to be 
saved ” (D.V., 26/4/40). Compulsory standard sizes and qualities 
are introduced for glass containers for preserves, jam, etc., as 
from September 1, 1940. “ After this first successful blow com- 
pulsory standardisation will be systematically extended in the 
glass industry ” (V.J.P., 20/3/40). Engineering is the main field 
for standardisation, but the Volkswirt remarks that “ the intro- 
duction of standard types and their use in practice are two very 
different steps,” and demands: “‘ Do not standardise what can 
be standardised but only what must be standardised ” (D.V., 
26/1/40). It is recommended that the less suitable grades and 
standards should be eliminated by fixing higher prices for them 
(D.V., 26/1/40). The introduction of a standard thread had to 
be postponed for a full year to October 1941 (D.V., 26/1/40). 
The Volkswirt also declares that the abandonment of separate 
trade brands imposes a much heavier sacrifice on small firms, 
for whom it was the only protection against more powerful com- 
petitors; and that these small firms might be compensated by a 
** progressive ” output quota system, on the income-tax system 
(D.V., 2/2/40). 

The normal trade organisation “has played a different ard 
bigger and more important part than could have been expected 
before the war, when only the broad outlines of war economics 
were visible . . . the reality has been much more favourable 
to the trader than the theory ” (D.V., 26/1/40). On the other 
hand, there is an “ embargo ”’ on new trading firms or the expan- 
sion of existing ones to keep out “ unnecessary middlemen ” 
(D.V., 16/2/40). In retail distribution, the President of the 
Trade ‘‘Group” mentions among the reasons which have 
favoured the small corner shop as compared with the depart- 
ment stores “‘the need to economise in footwear” (V.J.P., 
5/3/40). 


Labour 


To set labour free among the overcrowded group of “ small 
independents,” such persons can now obtain specially favourable 
terms of liquidation with remission of debts (D.V., 5/1/40). On 
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the other hand, the general policy of shutting retail outlets in 
order to release labour has been abandoned “to help the over- 
burdened housewife ”’ ; in pursuance of this new policy, small shops 
are now helped by rent subsidies and there is a statutory obliga- 
tion on shopkeepers to keep open for the full hours (D.V., 12/1/40). 
It is interesting to find the fact that lignite output is shooting 
ahead, while coal stagnates, quoted with approval because more 
capital per head is used in lignite and new labour is therefore 
more productively employed in lignite (D.V., 5/1/40). 

On labour training, it is usual to find derisive comment on 
the microscopic amount of training done in England. In Ger- 
many, the main development in the period covered has been that 
engineering works must now train workers for other firms if 
required to do so by the Employment Exchanges; also firms can 
be compelled to train when they show an “ unsound ratio ” of 
skilled to unskilled workers (D.V., 12/4/40). The cost has to be 
borne by the training firm, but where training has been imposed 
for the needs of other firms, part (but in no case the whole) of 
the cost may be refunded by the State (D.V., 12/4/40). Special 
“short apprenticeships’ for adults of 1-2 years have been 
introduced to produce “ specialists ” (but not craftsmen) (D.V., 
2/2/40). By the beginning of February, it is stated that “in 
the last months ” (presumably the first four months of the war) 
500,000 persons have been trained in war industries (D.V., 
2/2/40). 

The employment of women is now more prominently dis- 
cussed. The women’s organisation of the Party had already at 
the outbreak of the war 15,000 day créches where 500,000 children 
of working women were looked after; “these efforts have 
recently been further increased ” (D.V., 26/1/40). The official 
journal mentions the time which women have to spend “in 
getting ration cards ”’ as one of the factors deterring them from 
industrial work (V.J.P., 5/2/40). Among the drawbacks of 
half-day work! for women we find mentioned: increase in 
traffic requirements; technical difficulties of short shifts; the 
“overhead cost of labour” such as social insurances, office 
work, protective clothing, etc. The main advantages are less 
absenteeism and greater intensity of work (V.J.P., 5/2/40). 

State Secretary Syrup, in arguing that labour conscription 
must be kept in the background for “‘ exceptional cases,” men- 
tions “‘employers who consider labour conscription as the easy 
way out of their labour difficulties” and as a “free passport 

1 Cf. the first article. 
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for inefficiency in production” (V.J.P., 5/1/40). He urges 
employers to rely less on conscription and more on training and 
“ organised labour economy ” by grading-up, etc. Absenteeism 
seems on the increase; at any rate, a special decree, dated 
March 18, was issued warning workers that absence on days 
before or after the recognised holidays involves complete loss of 
all holiday pay (D.V., 22/3/40). It is interesting to note as 
evidence of the high degree of organisation in the labour market 
that a war invalid who is capable of work “ generally speaking 
knows already in the hospital where he is going to work before 
he gets his ticket home ” (D.V., 16/2/40). 


Wage Policy 

The policy of “stable wages”’ was maintained unchanged, 
on balance, after the partial restoration of overtime, Sunday, 
and other similar pay in November 1939.1 It is claimed that 
these November concessions showed results in an increase in 
output (D.V., 5/1/40). Minor new concessions include: the 
extension of the short-term subsidy of 50 per cent. of lost earn- 
ings to persons working normally over 48 hours a week, pro- 
vided the time worked in two consecutive weeks was under 
96 hours and the loss of working time at least one-sixth of normal 
hours (D.V., 2/2/40); the exemption of overtime, Sunday and 
night pay from the special 50 per cent. war addition to the wage 
tax (D.V., 2/2/40); and for persons called up as labour conscripts 
wage compensation in cases of hardship (separation allowance 
of up to 25s. weekly*; special rent allowance up to 50 per cent. 
of rent or £3 7s. monthly whichever is lower; and allowance for 
loss of income to be determined individually with the previous 
income as an absolute “ ceiling” for labour conscripts) (V.J.P., 
5/2/40). 

On the other hand, wage policy is also tightened up in some 
directions. The overtime bonus for the eleventh and twelfth 
hours is uniformly fixed at 25 per cent., and this overrides collective 
agreements fixing a higher bonus. Any savings from this regula- 
tion go to the employer and need not be surrendered (D.V., 
5/1/40). Overtime pay is not now payable where total working 
hours in the week are less than 49 hours, even where overtime 
has been worked on individual days; where the working week 
had between 48 and 60 hours overtime pay is only payable for 
individual days where more than 11 hours are worked (D.V., 
26/1/40). Profit bonuses must be reduced where total profits 

1 Cf. the first article. 2 For conversion of marks into £s, see note, p. 35. 
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have increased, so as to keep earnings from rising (D.V., 26/4/40). 
“Labour Front ” contributions are now deducted at the source 
(D.V., 12/1/40). It is also admitted that some employers have 
“arbitrarily shifted workers to a different occupation within 
the firm and cut their wages. They are warned that they are 
only entitled to do so if it is necessary in the interest of war 
production’ (D.V., 19/4/40). The Minister of Labour warns 
employers not to use grading-up as a means of evading the wage 
stop, and advises them to consult the Labour Trustee in doubtful 
cases (D.V., 12/1/40). 

Lost time during air raids is either to be made up within 
six weeks, or to be split between employer and worker “if the 
employer is in a position to pay such compensation ” (D.V., 
5/1/40). 

A new ruling is given as to how far employers must surrender 
savings from decreases of wages. Savings from a reduction of 
“exaggerated wages” by the Labour Trustee must be sur- 
rendered to the Treasury together with the overtime pay on the 
ninth and tenth working hours, but wage reductions in un- 
essential industries or in firms “ in a difficult position ”’ arranged 
voluntarily and approved by the Trustee “in order to conserve 
work places ” need not be surrendered (D.V., 5/1/40). Equally, 
savings from the employment of prisoners of war—whose wages 
are fixed at 60 per cent. of those of corresponding German workers 
—may be kept by the employer; but the Volkswirt advocates a 
“ prisoners’ employment tax ” (D.V., 5/1/40). Women’s wages 
give rise to difficulties in industries or jobs where women’s work 
is unusual and no collective agreement exists. A Court decision 
upheld the principle of “‘ equal pay for equal work ”’ in such a 
case in the building industry, but this decision is criticised (D.V., 
15/3/40). The Volkswirt is also worried about the piece-rate 
system and bonuses in new factories (D.V., 15/3/40). 


Price Control 


Price control was further extended. Among wholesale prices, 
hops, beer, sugar, hay, electro-copper, tin, linen yarn and steel 
tubes show heavy increases after the first half-year; among 
retail prices only corn-flakes, margarine, beer and underclothing 
show appreciable rises. The Cost-of-Living Index rose by 
3 per cent., and while it is admitted that there is a monthly 
changing allocation of weights, it is claimed that the number of 
calories included is constant and that the index is still a true 
measure because of the chain method employed (Wirtschaft und 
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Statistik, January). On the other hand, the British Cost-of- 
Living Index is doubted; for example, tea prices (January) 
show only a rise by 5-4 per cent., “‘ whereas a big importer has 
recently declared that the cost to the consumer has increased by 
almost 25 per cent.” (Wirtschaft und Statistik, February). 

The major increase in retail prices permitted during the 
period was for butter (about 3d. a lb.), for milk (about 3d. a pint), 
and for cheese (+ 12-5 per cent.). In this clash between stable 
prices and a need for increased production the subsidy method 
was turned down, although at the same time a subsidy was 
announced to increase the acreage of oilseeds. “It is better to 
increase the price of butter and have sufficient fat to carry us 
through the war than to leave the price unchanged and diminish 
the fat ration ” (V.J.P., 5/3/40). 

An interesting case of an extension of maximum price fixing 
to second-hand goods is in the case of second-hand machine 
tools and constructional tools. Second-hand machine tools are 
to be not more than 70 per cent. of the new tool; constructional 
tools less than 42 years old = 80 per cent. of the new price, if 
+-lz old: 60 per cent., if more than xz years old: 50 per cent., 
where x is the number of years indicated by the Building Trades 
“Group” as the “normal utilisation’ of the tool (V.J.P., 
5/1/40). New maximum prices are fixed for edible oils, matches 
(in retail), timber, short-distance road transport, toilet soap, 
shaving soap and soap substitutes; new margins for agricultural 
machinery both new and second-hand (V.J.P., 20/1/40). Price 
regulation is also extended to building services, on a cost basis 
(D.V., 23/2/40). 

The price regulation for soap was discussed 1 as a good example 
for price fixation at average cost. It is now interesting to note 
that a large number of firms in that industry proved unable to 
cope with the difficult accounting problems involved. The Price 
Commissar had to decree, therefore, on January 16, that fixed 
lump payments to the equalisation fund be substituted for the 
actual amounts payable under the price scheme, at least for the 
quarter October-December 1939 (D.V., 23/2/40). 

The upward strain on the “ price stop ”’ is clearly visible. An 
order on the observation of the margins fixed in textiles reveals 
the ways in which this upward strain has tried to work round 
the price stop: if several middlemen are engaged in passing on 
the goods the trading margin must be split up between them 
and may not be calculated separately for each; customary cash 

1 Cf. the first article. 
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rebates may not be cancelled; integrated concerns who trade 
both wholesale and retail may only charge one margin, not 
both; the margins also apply to goods that are bought at a 
specially low price, e¢.g., in liquidation sales (D.V., 5/1/40). The 
official journal threatens severely that “isolated attempts at 
price disturbance must be dealt with, even drastically at certain 
occasions ” (V.J.P., 5/1/40). Other devices used are: deliver- 
ing the goods not directly as previously, but through a retailer, 
who is permitted to charge his separate margin; refusal to deal 
with joint buying agencies who could claim a bulk rebate; 
*‘ coupled selling ’’ or preferential treatment of customers who 
buy goods with a high profit margin (D.V., 12/4/40). The Price 
Commissar reveals that firms try to shift increases in cost by 
deteriorated quality or by varying the conditions of payment or 
delivery; he warns that this is illegal. ‘“‘ An increase in cost 
must be borne by the producer except where shifting is speci- 
fically admitted in special cases’ (D.V., 12/4/40). No general 
war risk of any kind, e.g., more expensive transport, may be 
passed on in price (D.V., 12/4/40); the Army Price Control 
(equivalent to the British Ministry of Supply) refuses, for example, 
to recognise the cost of “ making up the salaries of called-up 
employees or any allowance to their families as legitimate cost ” 
(D.V., 5/4/40, where this is called a “hard rule’’). On the 
other hand, savings due to war conditions (e.g., through cutting 
out delivery at the doorstep or wrappings or insistence on return 
of bottles) must be fully passed on through price reduction 
(D.V., 12/9/40). Facilities for instalment payments must be 
fully maintained (D.V., 12/4/40). 

There are, however, also signs of a lack of conviction that 
the “ price stop ” should be rigidly enforced. ‘‘ Price increases 
can also be used as a means of financial policy in the course of a 
State-induced inflation with a view to restricting the available 
purchasing power. . . . Price decreases for civilian goods should 
in no case be permitted, since they increase the available pur- 
chasing power ” (D.J.P., 20/1/40). The view can also be found 
that there is no harm in letting the consumers compete for non- 
rationed goods, for ‘‘ the sooner stocks will decrease or disappear ” 
(V.J.P., 20/1/40). 

It is noteworthy that the Volkswirt—quoting the Economist— 
contrasts British price control, which is ‘‘ only partial and designed 
to mitigate social hardships,” with German price control, which 
is “total and the central piece of economic policy” (D.V., 
5/4/40). 
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Restriction of Consumption 

The rationing system was further extended, to include new- 
born babies’ linen and clothing (V.J.P., 20/2/40) and coal (even in 
summer) on a point system based on number of rooms and per- 
sons, with special rations for dwellings where gas is not available, 
for laundry work, for home workers, and in cases of illness 
(D.V., 5/4/40). Persons living in flats with central heating are 
rationed in the use of hot water to two consecutive days in the 
week (D.V., 5/4/40). Spirits are limited in supply to 80 per cent. 
of the pre-war demand, which has since considerably increased 
(presumably as a result of a diversion of purchasing power from 
rationed goods) (D.V., 22/3/40). Cigarettes are to be limited in 
supply by a percentage to be announced by the Tobacco Control 
(D.V., 29/3/40). 

The strictness of rationing is illustrated by the fact that many 
Food Offices refused to change shop coupons into “ travellers 
coupons ” unless the ticket for a long-distance journey was pro- 
duced. This is, however, now no longer to be required (D.V., 
8/3/40). The purchase of a new tyre requires the surrender of 
the-old one, and if it appears that the duration of life had been 
shortened by careless or inexpert handling, the prospective 
buyer lays himself open to criminal prosecution (D.V., 15/3/40). 

The rationing system is becoming increasingly complex, as is 
most apparent in the case of the clothing card. Additional 
cards (60 points and the right to buy some 6d. worth additional 
mending materials) have been issued for juveniles of 14-17 years 
(V.J.P., 20/3/40). A very elaborate system of “ point-clearing 
houses,” “‘ point-cheques,” “‘ point-advances,”’ has been evolved 
to make the point system cope with population changes, changes 
in demand and in the number of retail outlets. The Volkswirt 
mentions “numerous wishes from business men for a simplifica- 
tion and unification of the various additional workers’ food 
coupons ” (D.V., 29/3/40). To stop misuses of these additional 
coupons communal feeding in works canteens has, in some cases, 
been made compulsory by the Food Offices (D.V., 29/3/40). 
The need for flexibility has also made the system more complex. 
For example, new substitution of margarine for butter has been 
permitted after the rise in butter prices. “It is desirable that 
all consumers who can afford the higher price of butter should 
continue to buy as much butter as before, or even more if per- 
mitted ” (V.J.P., 5/3/40). In the case of fresh milk, the “‘ eva- 
sion ”’ of the higher price consists in the compulsory substitution 
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of skimmed milk for the ordinary civilian buyer. As a result of this 
increased complexity we find the frank statement—-significantly 
enough in the official journal—that “the coupon system is 
inevitably connected with a paper war,” and that “‘ many 
business men have to work through the night hours to cope with 
it” (V.J.P., 5/3/40). 

Another much-discussed result of the rationing system is 
that it leads not only to heavily increased demand for the non- 
rationed goods, but even to wasteful demand for the rationed 
good itself. In the case of the clothing card, e.g., the President 
of the Trades “‘ Group ” mentions “ this artificial new demand ” : 
“The clothing card gives the same ration for different demand, 
e.g., for the black-coated town worker and the farmer and his 
wife. The latter will now naturally tend to utilise their points 
in full” (V.J.P., 5/3/40). The same applies in the case of bread. 
State Secretary Backe admonishes consumers: ‘‘ Nobody must 
buy more bread or flour than he really requires,’ and mentions 
that because the bread ration is relatively large “‘ 3,000,000 dogs 
eat 100,000 tons of bread yearly” (V.J.P., 5/4/40). In par- 
ticular, consumers are urged not to leave their unused coupons 
with the baker, because this entitles the baker to order flour, 
and this results in a “most undesirable increase in the con- 
sumption of cake” (V. J. P., 5/4/40). The home consumption 
of fresh milk on farms is also a case in point. ‘It must be 
reduced from 8 million litres to 6 million ” (V.J.P., 5/3/40). 

The shift to non-rationed goods is very marked. The case of 
spirits has been mentioned above. The consumption of potatoes 
has “‘ increased by some million tons ” (V.J.P., 5/3/40). Potatoes 
cover now 30 per cent. of all food needs (D.V., 26/4/40); but 
even in the case of this one basic non-rationed foodstuff “ cus- 
tomer lists ” had to be resorted to during the winter, certainly 
in Berlin (D.V., 26/4/40). The consumption of vegetables “is 
three times higher than a year ago, in Bavaria even ten times ” 
(V.J.P., 5/4/40). 

“Coupled selling” is also still mentioned. “The mixed 
shops are doing better than the specialised ones” (V.J.P., 
20/2/40), and the specialised shops tend to add different com- 
modities to their “lines ” (D.V., 29/3/40). The “ power of the 
commodity owner” is seen behind this development (V.J.P., 
20/2/40). The official journal also mentions “‘ complaints about 
discrimination by wholesalers among their retail customers ” 
(V.J.P., 20/2/40). 

Rationing is closely linked up with a policy of conserving 
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and stocking. Since the war two companies producing “ deep 
freezing” apparatus have been founded. In 1940, 100 plants 
were to be installed to turn out 200-800 tons of frozen preserves 
daily, mainly fish, fruit and vegetables, but also fats, meat and 
meat products, poultry, egg yolks and the white of eggs. ‘“‘The 
completion of a ‘ cold storage fishing factory ship ’ of 8,000 tons 
is imminent ” (V.J.P., 20/2/40). It is claimed that “a policy 
of planned storage has secured the food supply of the German 
people for years in advance ” (V.J.P., 5/2/40). 


Restriction of Investment 


In this field, the main concern during the period under review 
were attempts to prevent traders’ “ anticipatory stocking because 
of difficulties of supply and the transition to new materials ” 
(D.V., 9/2/40). In the paper trade, for example, stocks for all 
firms, including Government Departments, were legally restricted 
to 3 months’ consumption (D.V., 2/2/40). “‘ It is the job of the 
wholesale trade to determine the stocks of their retail traders 
on the basis of their experience and, if necessary, by rationing 
according to previous consumption ” (D.V., 9/9/40). 

In the case of building, the W certificate is not given to 
specific firms, but applies to specific projects. Builders on W 
projects get materials allocated, and their staff is exempted 
(D.V., 23/2/40). Practically all firms in the building trade are 
busy on W projects, particularly as “‘ workers’ dwellings for 
new ordinance factories shall get the same priority as the factories 
themselves’ (D.V., 16/2/40). As a result, the building pro- 
gramme for 1940 is estimated at £500 millions (= 75 per cent. 
of a normal peace year) (D.V., 16/2/40). The total number of 
dwellings completed in 1939 was still 200,000 (285,000 in 1938) 
(D.V., 26/1/40). 

Agricultural machinery continues to be produced according 
to a priority scale and with enforced standardisation (D.V., 
12/4/40). But as there is no priority in delivery, it is doubted 
whether the new machines really get where they are most needed 
(D.V., 19/4/40). 

A permit from the competent “group” is now necessary 
for starting a new firm or reopening an old one which had 
been closed for at least 6 months. In addition, all new invest- 
ments costing more than £6,000-£7,0001 must be approved by the 
Minister of Economics. “Strengthening of the existing cartels is 
an interesting by-product of this development ” (D.V., 19/4/40). 

1 100,000 marks. 
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Raw Materials 


The rationing system is becoming closely linked up with 
the conservation and reclamation of raw materials. Nobody 
can buy a new gramophone record, typewriter ribbon or over- 
coat without giving up the old article (D.V., 5/1/40). The pur- 
pose is the dual one of recovering material and preventing 
hoarding. Nobody may buy wine or spirits without giving up 
the old bottle. No files must be scrapped before they have 
been sharpened several times and chemically cleaned (D.V., 
5/1/40). The second-hand trade in clothes is classed as “‘ war- 
essential ”’; shoemakers have established “ clearing-hcuses ” for 
children’s shoes. Similar “‘exchanges”’ are advocated to dis- 
pose of the tools of formerly independent artisans who are now 
re-trained as industrial workers, or of small firms which have 
been closed down (D.V., 5/1/40). To save tyres, a general speed 
limit of 27 m.p.h. for lorries is introduced (D.V., 1/3/40). To 
save barley the “concentration” of beer has been reduced 
from 12 per cent. to 9-10 per cent. as from January 1; this, 
incidentally, started a “‘ buying wave for the stocks of the old 
better beer” (D.V., 1/3/40). All driving-belts are requisitioned, 
but may be used by their present owner until notified to the 
contrary. New belts require a licence by the Leather Control; 
even repairs must be licensed if they require more than one-third 
of the leather of the original belt (D.V., 1/3/40). Oil may no 
longer be used for heating purposes (D.V., 22/3/40). 

A new Order clarifies the position for the major metals, 
(1) The use of cadmium and mercury is generally prohibited. 
(2) Aluminium and magnesium may only be used for specified 
purposes. (3) Copper, nickel, chrome, cobalt, lead, tin and zinc 
may be used except for the specified prohibited purposes. (4) A 
number of specially listed articles may not contain more than 
the “ standard ” proportion of metallic contents (D.V., 15/3/40). 

Substitution is also further encouraged or enforced. In food 
canning, tin is now widely replaced by a special steel and a 
“big modern plant to turn out daily 140,000 tins of 2 lb. each” 
is “in course of construction” (V.J.P., 5/4/40). Substitution is 
often combined with standardisation; for example, the con- 
tainers for motor oils are now made from waste paper, and at 
the same time quality, sizes, etc., have been rigidly standardised 
(V.J.P., 20/4/40). Particular efforts are made to substitute 
timber for steel in building (i.e., exactly the opposite substitution 
as in England). It is said that “ by means of education and 















12 [SS eSB Po Rk 


eB FP OO Re 


1941] THE GERMAN WAR ECONOMY 33 


hundreds of thousands of posters sent to each individual con- 
sumer of timber down to the last carpenter . . . the consump- 
tion per dwelling has been reduced from 8-10 cbm. to 6-7 cbm.” 
(V.J.P., 20/1/40). Special ‘economy engineers” have been 
appointed for each type of building to study and indicate to 
builders methods of saving steel after application has been made 
for a steel allocation. A special timber “‘ bonus ” is granted to 
firms achieving savings of steel (V.J.P., 20/2/40). 


War Finance 


The dominant factor was an all-pervading state of liquidity ; 
due partly to Government spending, but even more to restric- 
tions on current expenditure and to the “ selling out ” of irre- 
placeable stocks coupled with a distinct “liquidity preference.”’ 
Not only was there a shift from time deposits to call deposits at 
the banks, but the banks themselves showed this same “ desire 
for liquidity ’’ in so far as their holdings of Treasury Bills showed 
a rapid increase, whereas their holdings of consolidated Reich 
loans showed a decline rather than an increase (D.V., 26/1/40); 
the banks’ liquidity ratio at the end of 1939 was 61 per cent., 
as against 54 per cent. at the end of 1938 (D.V., 1/3/40). The 
Reichsbank, in an attempt to stem this wave of liquidity, has 
almost “‘ sold out,” and in addition the holdings of confiscated 
Jewish securities valued at “‘ several hundred million marks ” 
were heavily sold by the Prussian State Bank (D.V., 15/3/40). 
The Bank Rate—for eight years unchanged—was changed to 
the record low level of 3} per cent., “and this is only a first 
step” (D.V., 26/4/40). It is, however, noteworthy that the 
depletion of stocks which contributed to this state of extreme 
liquidity was by no means universal. Karstadt, for example, 
one of the big multiple department stores, reports an increase 
in the value of stocks by 40 per cent. After heavy buying for 
the Christmas business in the first half of 1939, the firm was 
then at the outbreak of war caught by the point-system, which 
nearly “killed” the Christmas business (D.V., 5/4/40). In 
other fields, however, Christmas shopping is reported as exceed- 
ingly heavy, a “ flight into real values,” although the Volkswirt, 
commenting on the increased savings deposits even during the 
shopping season, is not sure that this prevalent impression is 
not “an optical illusion due to the mis-proportion between 
supply and demand ” (D.V., 2/2/40). ; 

The superabundance of money—overflowing to the Stock 
Exchanges—resulted in a sustained share boom. On this the 

No. 201.—vot. 11. D 
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Volkswirt makes the very interesting comment that to buy a 
share is the only way to change money indirectly for commodities 
(claims to capital goods), while the direct exchange has been 
made impossible by rationing and limitation of supply. The 
rise in shares reflects, therefore, the “scarcity value ” of com- 
modities (D.V., 19/4/40). The share boom is also due to a 
scarcity of supply—while there is a good supply of debentures, 
The Volkswirt criticises the taxation advantages which induce 
firms to issue debentures in preference to shares and which have 
helped to produce a “very undesirable discrepancy between 
debenture and share prices” (D.V., 19/4/40). But even of 
debentures many quotations have become “ purely nominal ”; 
*‘ the banks ration sales to their best and most faithful customers. 
But they themselves are now almost sold out ”’ (D.V., 5/4/40). 

Many devices are suggested to increase savings: higher 
rates of interest, a “‘ progressive”’ rate of interest penalising 
early withdrawals, an assurance to building society depositors of 
raw material or labour when their time comes for a house, special 
income tax exemption for savings (supported by the President 
of the Savings Banks, D.V., 12/1/40), a tax on consumption 
above a certain percentage of income, special taxes on non- 
rationed goods (D.V., 5/1/40), premium loans (D.V., 12/1/40), 
the old-age pensions scheme (D.V., 5/1/40). There is much 
pressure to exempt receipts from the sales of non-replaceable 
stocks placed to reserve from taxation in the same way as com- 
pensation payments to closed-down firms (D.V., 26/1/40). Pay- 
ment of all wages and salaries by savings account is suggested, 
but the Volkswirt wants to limit this to salaries of more than 
£325 per annum (D.V., 26/1/40). The official journal refers to 
the “ proposal made in England” of compulsory savings. It 
defines the “‘ basic and official State attitude to this proposal,” 
which proves to be non-committal; the scheme has advantages 
and disadvantages (V.J.P., 20/1/40). Extension of works 
savings groups is taking place (D.V., 2/2/40), the instalment 
payments on the “ people’s car” amounted to £7 millions in 
1939 (D.V., 1/8/40). 

Although war finance is increasingly shifting to loans and 
the money market, taxation is also tightened up in minor ways. 
A new tax is imposed on persons acquiring Jewish property, 
designed to sweep part of the difference between purchase value 
and true value into the Treasury. The buyer may not cancel 
the contract with the Jewish seller because he is called upon to 
pay this special levy (D.V., 26/1/40). The gains from the sale 
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of under-valued assets (whose valuation hid reserves) are now 
subject to income tax (D.V., 2/2/40). On the other hand, the 
Volkswirt demands that the income from “selling out” irre- 
placeable stocks should be treated as “ capital,” not as “ income,” 
and be exempt from taxation. ‘ This money represents the iron 
ration of firms ” (D.V., 9/2/40). A precedent has already been 
created by exempting from income tax the payment for assets 
handed over compulsorily to Government Departments or W 
firms. An extension to the proceeds from irreplaceable stocks 
“would be welcomed by industry and particularly by trade with 
great relief and joy” (D.V., 9/2/40). Similarly, if traders are 
now being asked to keep open at any price and use up their 
reserves for this purpose, it logically follows that these reserves 
should at least be exempted from taxation (D.V., 29/3/40). 

The heavy hand with which local finance has been squeezed 
for war finance has already been described.1 Out of this a 
discussion has developed between the Volkswirt (which urges the 
municipalities to shift this burden by diminishing their “‘ amor- 
tisation and reserves’ for municipal works and utilities) and 
the German Journal of Public Administration (which does not 
think this feasible). But the Volkswirt maintains that the value 
of many municipal works has been written down excessively and 
that amortisations can, in many cases, “‘ be temporarily reduced 
by @ quarter or a half.” An additional reason is that in war- 
time the municipalities need not make financial allowance for 
technical obsolescence “‘ because of the complete State control 


over new investment ” (D.V., 26/1/40). 
H. W. SincER 


Manchester. 


NotTE.—Conversion of Marks into £s. The conventional rate of 
15 marks to £1 has been used throughout. Where a strictly 
accurate rate of conversion is necessary, it is probably best to 
take 16-17 marks to the £ for 1939 and 13-14 marks to the £ 


for 1940. 
1 Cf. the first article. 





earn 4 wey ~ 











PUBLIC OPINION AND PAYING FOR THE WAR 


Wak-TIME economic policy has got to work not only in eco- 
nomic terms, but in what may broadly be called political (more 
accurately, if at the present stage of knowledge somewhat pre- 
tentiously, sociological) terms. 

Economic Ministers are therefore haunted not only by eco- 
nomic fears, but by fears of how the public will receive their 
measures, wise or unwise. It is the politician’s job to know, 
empirically, how far the Government can go without causing 
friction and disaffection and impairing the national unity. Our 
political system is very sensitive to the views of certain important 
interests, which may conveniently be hypostatised as “ The 
City.” It is not less aware of a vaster and vaguer public, which, 
though in war-time it cannot express its opinion by the vote, has 
other ways of making itself felt. But there is an admitted gap 
between the vast public and the politicians, whose preoccupations 
and way of living make it difficult for them to keep steadily in 
view conditions and opinions among the mass of the people. 

Economic experts are agreed that in order to pay for the war 
it is necessary to cut down civilian consumption, and moreover 
that the cutting-down process must extend to the rank and file of 
working-class consumers, so important in sheer numbers that their 
low incomes, relative to the middle-class minority, cannot render 
them exempt. At the same time, a downward movement in 
working-class standards of living is reversing that upward move- 
ment which is the dynamic of present-day politics, and a necessary 
war-winning dynamic too. Behind Hitler, behind Stalin, behind 
Roosevelt is the will of the great industrial masses to win improved 
standards, whatever the political formula, however the formula is 
exploited by power-politics, and at whoever’s expense the end is 
to be attained. To get the same drive behind our own leaders is 
the problem of this war, once we have fended off the first enemy 
onslaught. This we may be able to do, because a sufficient 
number of us are convinced that anything would be better than 
a Nazi victory. But this conviction will hardly carry us through 
a long-drawn-out offensive war against such an enemy. 

It follows that any further restrictions and downward move- 
ments must be cémbined with a convincing prospect of a future 
upward movement. I do not think that this must necessarily 
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be tied to existing politics, which is to say the politics of party. 
Nor do I think that the slogan of “ planning” appeals so much 
to the masses as to that section of the intelligent middle class 
which hopes to do the planning. More than a century of in- 
dustrialisation, almost a century of free education, have trans- 
formed our “ mass ” into an entity whose very size conceals the 
fact that it is ripe for greater opportunities and responsibilities 
than it has had so far. “ Opportunity,” rather than equality (a 
barren abstraction), is the key-word, and should be interpreted 
in terms of an advance in “ standards ” of living in the broadest 
sense. The Trades Unions have fought a necessary fight for 
better wages and industrial conditions, a fight which is not over, 
but which at this stage has got to be merged into a broader view 
of a working-class future. By concentrating on the money wage, 
and its relation to the cost of living, the Trades Unions, in my 
opinion, have come to misrepresent, under conditions nowadays, 
the real nature of working-class aspiration. Since the Trades 
Unions dominate the Labour Party, this has led to sterility and 
apathy in Labour politics, and consequently in all politics. 

In the borderland of economics and sociology there have been 
generalisations about ‘‘ Economic Man,” which, while they 
explain the intense competitive effort of nineteenth-century 
“ capital,’ assume too easily that the mentality of a small section 
of people in that unique epoch is the natural temper of all societies, 
and therefore of the twentieth-century mass. My studies of this 
mass do not qualify me to make a scientific judgment about this, 
but they have enabled me to take a less doctrinaire and abstract 
view of my fellow human beings. 

To be specific, I don’t think that money is the sole driving- 
force of working-class activity. When masses of people are semi- 
starving or in want, they exert a biological pressure towards get- 
ting what they want, which will in time overturn any system of 
authority which stands in its way. When elementary needs are 
satisfied (given a varying definition of “ elementary ” as between, 
say, a Lancashire cotton-worker and his opposite number in 
India) a different kind of pressure begins. Prestige and social 
status are sought, even at the expense of economic needs. I 
believe that people need these things, not out of an infective 
snobbism derived from the middle class, but from our society 
having half accepted (but not wholly accepted) the axiom that all 
human beings are equally important. Differences in education 
made it plausible, in the nineteenth century, for society to distin- 
guish two kinds of human being, literate and illiterate. Such a 
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distinction is no longer tenable, but it still largely forms the basis 
of our social organisation. As a result, masses of people who are 
not actually going in want feel sore and are on their dignity. 

The purpose of so long a digression is to enforce the moral 
that, if the working class is to reduce its consumption, this must be 
done in such a way as : (i) to avoid pushing the low-level families 
any farther down—they must be helped if possible; and (ii) to 
imply that everyone is being treated with a degree of fairness that 
is quite new to our system, and which convincingly suggests that 
we are going to leave past inequalities (social rather than economic) 
behind for ever. Within these limits, I believe it will be possible 
to increase temporarily the demands on the working-class masses. 

There is one further general point. My surveys of working- 
class savings show that the lower income-levels are saving much 
. better than the upper income-levels, within the working class. 
I do not think this will be altered by propaganda, unless shortages 
or rationing make it impossible for better-off workers to go on 
spending. On grounds of fairness, if a Deferred-Pay scheme were 
introduced, it should concentrate on the levels where savings have 
so far been less adequate (probably about a third of all working- 
class families), and it should be accompanied by some striking 
proofs that the middle class were not being let off lightly. The rest 
of the working class would, I think, respond to this by increasing 


their voluntary saving; more might come this way than by 
compulsory saving. 

The present scale of working-class savings in various forms, as 
shown by the Enquiry, is as follows :— 


TABLE I. 





(a) () (c) 


Ave 
nanlee Average 
weekly | regular 
i weekly 
savings 
r fam. 
in other 
ways.” 





4 d. 
Bristol . ; . 41 
Bradford ‘ . 46 


Huddersfield . . 51 


Dewsbury 3 * 44 


1 Savings Certificates and Groups, Post Office and Trustee Savings Banks, 
Co-operative Banks, etc. 

* Savings in other ways consist of Industrial Assurance payments, sick clubs, 
Trades Union subscriptions and superannuation payments. 
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In the survey at Bristol (see Economic JouRNAL, December 
1940) the random sample of families was asked: “To help pay 
for the war, would you rather (a) have everything rationed, (5) have 
higher prices, (c) have part of your wages saved for you till after the 
war?” The answers were analysed from a verbatim record of 
what the people said. Half the sample expressed no preference. 
Of every 100 who expressed a preference, 64 preferred rationing, 
6 higher prices and 30 the Deferred-Pay scheme. I quoted 
examples of the equalitarian appeal of rationing in my previous 
report. 

The same question was asked of the first 191 families in the 
Bradford sample. Again half the sample expressed no preference. 
Of every 100 who expressed a preference, 68 preferred rationing, 
2 higher prices and 30 Deferred Pay—a close approximation to the 
Bristol results. 

At this point Mr. Keynes wrote asking “‘ whether your question- 
naire about Deferred Pay could be improved. The question you 
asked does not cover the alternative of heavier taxation, whilst 
the alternative of universal rationing is perhaps rather an unreal 
one. What about the following : 

***' To help pay for the war, would you rather (a) have higher 
prices, (b) have higher taxes, (c) have part of your wage saved 
for you till after the war?’ ” 

Mr. Keynes’ suggestion was adopted for the remaining 115 
families in the Bradford sample, and for 294 families in Hudders- 
field, Halifax and Dewsbury. Whether or not universal rationing 
is an unreal alternative, it is worthy of note that so many pre- 
ferred it when it was included. As many as two-thirds of the 
sample expressed no preference between the new alternatives. 
Of every 100 who did, 15 preferred higher taxes, 8 higher prices, 
77 Deferred Pay. The results are tabulated in Table II. 
On seeing the results Mr. Keynes expressed the opinion that, 
whilst the earlier form of the question may have obscured the 
real issue, the later form was worded too favourably to the “ de- 
ferred pay ”’ solution. 

There are necessary qualifications to such surveys of opinion. 
First, that people tend to accept the status quo; their opinion, 
after the event, of a Deferred-Pay scheme would probably be 
statistically different from what it is now. The second quali- 
fication is that it is a very difficult question to answer. A large 
proportion of those interviewed were unable to answer it; 
many said that they would need time to think it over. The 
proportion of “don’t knows” increases on descending the 
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Tasz II. 
Per cent. of those with a : 
preference who preferred : Per cent. of all asked who : 
Had : 
Higher | Higher | ,2®-, | OP-, | their | Did 
taxes. | prices. ferred or own Ha 
pay. 5 plan. ow. 
Bradford ; : 1l 10 79 17 3 40 
Huddersfield . ; 26 3 71 3 3 67 
Halifax . ; : 16 5 79 7 2 61 
Dewsbury = ; 7 Il 82 3 2 68 
Four wool towns : 
Middle class . : 22 ll 67 1l 3 36 
Trader class . ‘ 12 0 88 9 5 48 
Working-class A . 17 9 74 6 2 57 
Working-classB . ll 7 82 12 2 58 
No earners . . 0 11 89 2 2 78 
All families . e 15 8 77 8 2 57 




















economic scale. Sometimes the interviewer recorded that the 
interviewee was too deaf or too dense to answer, or such remarks 


as : 
“Tt’s a certainty it should be paid, but how I don’t 


know.” 
“ That’d take an economic minister to solve.” 

But another reason why the poorer families “ didn’t know ” 
was that all three alternatives seemed to them equally impossible : 

“T’m not in a position to judge, as I couldn’t do with 
any of them.” 

On the other hand, after running through several hundred of 
these opinions from a completely random sample, it becomes clear 
that there is a large minority, if not a majority, capable of thinking 
and talking about the question in a reasonably sensible way. 
There is enough solid opinion, in all classes, to be worth consulting. 

- A majority of this opinion, in all classes, preferred a Deferred- 
Pay scheme to higher taxes or higher prices. There was a quota 
of opposition like this : 

“There'll be no compulsory saving here. If ever they 
talk about compulsory saving I shall simply stop mine. I 
shall draw it all out.” 
Thus a Transport Foreman, earning £3 10s. a week, and saving 
2s. 6d. a week through his Savings Group, as well as 4s. 6d. a week 
in insurance, superannuation, etc., and 5s. a week in a holiday 
fund; also buying his house—so that the Deferred-Pay scheme 
would not involve him in any extra saving. 
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Here are three housewives thinking it out as they go along : 


“* One’s as bad as the other! Well, if they either took it 
out of the wage or rationed things, everybody would be alike. 
That’s better than prices going up. I think take it out of 
the wage.” 

“‘T can’t really say in my case, because if my husband had 
a certain wage every week I should certainly say, deduct it 
from his wages. In the ordinary way I think food things and 
clothes prices are really high enough, don’t you? There are 
certainly a lot of people earning good money, and they could 
save. But what we have are absolute necessities. I was 
going to have a winter coat this year, but we decided to leave 
it and see how things are next year.” 

“TI couldn’t favour compulsory saving. I think they 
ought to just let us save what we can. Of course right 
enough, on the other hand, there’s some people won’t save. 
But we always have saved. © I think it might be compulsory 
for those who won’t save.” 

The following—working-class and middle-class, manual and 
black-coat, husbands and wives—approved the savings alter- 
native : 

*“‘T should say we were already taxed enough. A savings 
scheme would be better for us, and helping the country too— 


you are giving and helping yourself at the same time.” 

“‘ Savings is helping, and you get a little percentage that 

“T think they would have to take it out of the wages, 
because when you’ve got it it all goes.” 

“Tf they’re earning a big wage, I think savings is about 
the best way I could suggest. They won’t miss it, and it’s 
letting them save and have savings which otherwise they 
wouldn’t.”’ 

“Take it out of wages of them that has it, and give an 
allowance for children and sickness.” 

“Savings. There are a lot of rich people in Halifax; 
things ought to be shared out more. They don’t do much for 
the people.” 

The last speaker was the wife of a panel doctor. Like many 
others, she favoured the saving plan because it was “fair.” The 
wording of the question did not explain that savings would be 
graduated according to income, so there were comments like : 

** Best to stop it out of wages, but they ought to take the 
size of the wage into account. So much out of the pound.” 

There were also misgivings in the Wool Towns because short 
time is so frequent there : 

“IT wouldn’t mind it if we was forced to buy war bonds 
if we was in work all the time.” 
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One reason for thinking Deferred Pay “ fair’ is that it would 
even up the big differences in war-time earnings : 

“If prices were higher it would kill us. Those that are 
earning more should be made to put some in. It’s not right 
that young fellows from any jobs can tumble into R.A.F. jobs 
and earn £10, and their fathers only £3. Girls can get £2 15s. 
standing before they’re taught. They should be trained first. 
All these high wages have to come out of the country. I’d 
write to Bevin about it; we know he’s got a lot on his plate, 
but he does know his job.” 


Others thought it unfair to tax overtime earnings : 


**No more taxation—we’re taxed plenty already; and 


the ones who are — big wages on munitions, etc., are 
working for it. It should be the ones who aren’t working for 


what they get who should pay a tax—the ones with unearned 


incomes.” 
‘You can’t save more than you are now. It’s not fair 


to levy taxes on us for an extra wage—overtime—when we’re 
working more. My husband will have to pay income tax in 
January, just because he works more. If them what levied 
taxes were to come and stand between the looms, they’d want 
summat to show for it.” 


Some of the minority who preferred taxation did so because 
they thought it was “fairer” : 
“ Taxation, because that is according to income.” 
“Direct taxation. I believe in it, because it affects 
everyone.” 
Quite widespread is the scepticism expressed by this Hudders- 
field weaver’s wife : 


“ If they put it on in taxes we should get nowt back. If 


they take it off wages we’re supposed to get it back, but I 
don’t see how people are going to get this here money back.” 


Similarly, a Bradford G.P. and a secondary schoolmaster : 


“* T don’t see how we’re ever going to see the money we put 
into savings again.” 

** Naturally I would rather lend than pay a tax and never 
see it back again. Though with all this national savings— 
people will probably never see it back again—or if they do, 
money will be devalued.” 


Similarly, a bus inspector, a basket-maker and a joiner : 


“Take a direct tax out of the men’s wages. I don’t 
suppose they'll get it back if they put it in savings.” 

“* How should we get it back at the end of the war? ” 

** As to savings, you probably won’t see them again.” 
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The least popular alternative was higher prices. ‘The few who 
favoured it had a variety of motives, including this irrational 
one : 

“ A lot of people think savings, but I don’t. That way 
you have to put a certain amount away every week; you’re 
never done with it. Higher prices gets it finished with.” 

“ If it was higher prices, you see, we should have to pay it, 
and it would be done with then.” 

“We shouldn’t feel the coppers of the higher prices as 
much as a lump-sum tax.” 


This argument brings out the strong psychological resistance 
to any conscious addition to worry; in fact, it is an argument for 
any automatic scheme of reducing consumption, whether by 
voluntary fixed regular savings, Deferred Pay or other method. 
Similarly the one person who said “ Increasing prices is fairer, it 
affects everybody” (a foundry worker earning £5 a week), was 
producing a rather exceptional variation of the “ fairness ” 
argument, without working out the implications. One widow, 
living on her husband’s Building Society investments, aged 65, a 
Huddersfieldian, said : 

“T think make things a little bit dearer, because nearly 
all the working-class people are getting more wages now, and 
they ought to sacrifice. They don’t have to pay taxes. They 
should feel they ought to sacrifice, and not waste their money 
and throw it away like they did in the last war.” 

But it was far more common for people to condemn higher 
prices on the obvious grounds : 

“Certainly not higher prices—men have to have higher 
wages then.” 

“* Well, they can’t put it on the stuff unless they put it on 
the wage. If you increase prices of goods you'll have to give 
people more pay for their work.” 

Perhaps the only surprising thing is that people so commonly 
took it for granted that if prices rose, wages would follow, as by 
natural law. 

The corollary of this certainty that wages will follow prices 
upward is the general objection to indirect taxes; if such taxes 
are imposed, those with means have an unfair advantage; it is 
therefore logically fair that while such inequalities are glaring, the 
Trades Unions should continue to ask for wage increases. Here 
are some reactions to indirect taxation : 

“I don’t hold with purchase tax—it’s hitting such as us. 
Those that has means to go on with can manage it—we can’t.” 
(Dewsbury piecer.) 
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*‘T don’t hold with purchase tax, because the poor don’t 
buy till they have to, they can’t buy up a lot of things before- 
hand like the rich do.” (Bradford housewife.) 

. “ Every working person should pay a direct tax to the 
cost of the war in proportion to their wages, and there should 
be no tax on goods. A man should be allowed his beer and 
tobacco, and the teetotallers shouldn’t be able to get away 
with it.” (Bradford small shopkeeper.) 

“Take so much out of people’s earnings. Do away with 
income tax. Make even smallest wage-earners pay a few 
pence. Take the tax off beer and tobacco and indirect 
taxing. Non-smokers get out of paying.” (Halifax engi- 
neer.) 
“So much out of the pound in wages stopped; then 
everybody gets taken alike. As it is, I’m a smoker, and I 
drink a glass of beer, and I’m paying where a teetotaller or a 
chap who doesn’t smoke gets away with it.”” (Huddersfield 
engineer.) 

“‘ Stop it out of people’s wages, then you would get it out 
ofeverybody. As itis, the heavy smoker does all the paying, 
and a man who doesn’t smoke escapes.” (Bradford textile 


worker.) 


The three following favour direct taxation, and give their views 


of where it should start (which may be compared with what they 
earn) : 


“‘ Put a capital levy on now, and a direct tax on people 
with over £3, then there won’t be no millionaires. Give a 
family allowance. If they took it in savings they’d have the 
interest to pay.” (Earning about £3 5s. per week.) 

“ We’re having to pay for the people’s folly. The working 
people always pay through the nose. Everyone ought to be 
taxed according to income, and no one earning under £4 
weekly.” (Earning £3 15s. weekly.) 

“Tax according to income. People getting more wages 
spend money on drink. Only the ones getting 55s. and over 
should put in, and those that have families should get more.” 
(Earning £2 10s. per week.) 


The attitude of the majority to war-time difficulties and future 


reductions is robust. Those who tell us of their difficulties add, 
“ But we mustn’t grumble.”” Those who say they cannot possibly 
save, or pay taxes, or higher prices, agree that the war must be 
paid for somehow. But there is a limit to this power of endurance, 
and I shall quote freely from people who appear to have reached 
it; it may take the form of opposing all new methods of paying 
for the war: “I think the public are doing their share.” Or it 
may lead to criticism of the war itself : 
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“‘T haven’t much patience with the war, so anything con- 
cerned with it doesn’t interest me.” 

“ We're taxed enough, and I wouldn’t save for killing and 
waste like a war—people ought to be more generous among 
themselves. We’re being dictated to on what we should do 
with our money.” 

“*T think it’s a cheek asking people to save. I don’t think 
it’s war. I think it’s murder.” 

“They'll raise the prices in any case. With a little bit of 
tact there’d never have been a war. It’s a terrible war, too; 
it’s the people who are getting it.” 


Then there are those who are politically upset (though it isn’t 
easy to guess which party they would vote for in the next election) : 


“It’s rotten, bad. This war’s a proper disgrace. We’re 
drifting to anarchy, that’s what we are, anyone who can see 
beyond their nose can see that. I tell you what I think of 
democracy, it’s rotten. The Government’s a lot of hypo- 
crites; they promise things and don’t do nought more than 
what they’re driven to.” 

“ There’ll be a revolution on the part of youth. I’m not 
a Socialist or a Communist, but I think there’ll be something, 
and it won’t be Fascism or Nazism, but something new. 
eng something that’ll come forward, I don’t know what 
it’ ae 

“Wipe out the present financial system, wipe out the 
National Debt, by which we’re paying for past wars, make 
a fresh start.” 

“ Everything’ll have to be turned upside down—the rich 
does nowt, only rob the poor. Put Attlee in at ls. 6d. a day 
and see what he does—they pay him so many thousand a 
ong extra to shut his gab, and he rose from a working man 

e me.” 

“No savings, taxes or higher prices—anyhow, for the 
poor. The British public have been penalised—France 
should be made to pay indemnities if we win. Claim all 
unreserved bank balances and insurance balances. The 
Prudential actually publish that they have 192 million pounds 
surplus. Multiple firms should be made to toe the line. The 
Government is taking the money out of the poor man’s pocket 
to pay monopolies. That and tremendous waste. Spending 
on an average nine million a day for war. There should be 
no millionaires, like Wills and so on, allowed in the country.” 


All these quotations (except the last, a Dewsbury dentist) are 
from working-class people interviewed in the course of the random 
sample. They are therefore less “ pre-selected ” than the views 
of local politicians. They represent an existing element in the 
temper of the people. At present it isin a minority. In the likely 
event of a long war, with mounting cost as it reaches the offensive 
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phase, the disgruntled minority will grow formidable unless given 
a more positive guarantee about future conditions. Politically I 
believe the formulation of a post-war policy at home is far more 
important than the formulation of international “ war aims,”’ so 
far as the masses are concerned. Here are two quotations which 


illustrate my point : 


“It all depends what the wages are going to be after the 
war. Are we all going to remain at the same level of wages ? 
Will the employment be the same? And what will prices be 
like after the war? If they guarantee a decent standard after 
the war, we wouldn’t mind paying so much out of the wages 


now. 
“TI expect compulsory saving would be the best, but I 


think if it goes on they might as well treat us all like soldiers 


and take the lot. 
“T think that after this war’s over there will be a big 


change—that is, unless they do stick to their promise and 
make things better for people—I think it will just boil down 
to civil wars, myself. I don’t think the young ones will put 
up with what we’ve put up with. I don’t think they'll let 
them take their children for gun-fodder and keep them as poor 
as they can.” 


These two quotations illustrate the position very clearly, and 
especially the suggestion that ‘‘ they might as well treat us all like 
soldiers and take the lot.’”” To my mind, the working class will 
accept any equal reduction of consumption, as they accepted 
military conscription. They will accept these measures just as 
long as the war seems worth while. The bad point will come when 
a substantial proportion are saying : “ We’ll have to go on slaving 
the same, whoever wins.” 

My job in this report is to illustrate and interpret opinion, 
rather than base recommendations on it, so I give my own views 
in all diffidence. I think that Deferred Pay would be a useful 
way of equalising saving, and therefore consumption, especially 
among the top-level third of the working class, where it is unequal 
and inadequate. I also think it would be better for this section 
of the working class than increased taxation, because it would do 
more to preserve the incentive of overtime earnings. But the 
point I would particularly stress is that it should be introduced and 
publicised as part of a scheme not only to pay for the war, but to 
provide a better future for the working class, better in more than 
a purely economic sense; the working class should come out of the 
war with some of the honour that is accorded to veterans of battle. 

CHARLES MapDGE 
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THE NEW FEDERAL RESERVE BOARD INDEX 
OF PRODUCTION 


THE American public, more index conscious than any other 
nation, has paid unusual attention to the F.R.B. Index of Pro- 
duction as barometer of the economic situation—much more 
than the unsatisfactory composition of the Index justified. A 
revision of the Index which has been accomplished recently tries 
to eliminate the most obvious deficiencies and to improve its 


quality. 


I 


The F.R.B. Index is an index of production, and thus a con- 
siderable improvement compared with the indices of “ general 
business activity ” for which the N.Y. Times Index and the 
Economist Index in Great Britain are some outstanding examples. 
Indices of this type contain a mixture of extremely heterogeneous 
items, some production series, some money and banking series, 
some series representing traffic conditions, retail sales, etc. Even 
if the problem of the proper combining of the single items into an 
index were satisfactorily solved, it is evident that from the 
economic point of view the result leaves much to be desired. The 
Index may show that “ business ” is improving or shrinking, but 
it cannot indicate anything about the size of the change, and it 
would be definitely wrong to jump to the conclusion that business 
is half as good if the Index is 50 than when it stands at 100. No 
combination of a number of economic data for which by chance 
monthly figures are readily available can be supposed to measure 
business activity, and no economic reality is represented by the 
product of these ingredients, however cleverly they may be 
mixed. 

An index of production, in comparison herewith, has the 
advantage of reflecting something very definite. Production in 
the sense in which the Federal Reserve Board uses it for its index 
means industrial production, manufacturing as well as mineral 
production. It leaves out the total sector of agricultural economy 
as well as all service industries (trade, amusement industry, 
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building industry, etc.). But even as an instrument to measure 
changes of industrial production the old F.R.B. Index was of 
doubtful value. It comprised too small a sector of total pro- 
duction, more specifically the more sensitive part of it. It 
therefore jumped much more erratically up and down than 
total industrial production moves upwards and downwards. And 
since this was almost forgotten in the daily discussion on the 
Index, its movement gave rise to alarming statements which the 
underlying facts neither justified nor supported. 

The main objections against the Index were threefold : 

(1) The Index was heavily overweighted by steel and textiles. 
Two iron and steel series made up directly almost 25 per cent. and 
the textile group more than 20 per cent. of the Index of manu- 
factures. The notoriously erratic movement of the steel element 
was mainly responsible for the wide month-to-month oscillations 
of the total Index, and the extreme fluctuations of the textile 
series with movements very independent from the general business 
cycle also contributed to distort the Index. 

(2) Some minor series of the Index were unreliable. One 
series, for example, was kept constant over a long period because 
of lack of sufficient information. (This refers to one of those 
sub-series which are not separately published in the Federal Reserve 
Bulletin. The fact is known from a confidential release of the 
Board.) 

(3) For long-term considerations the Index had a downward 
bias, as all indices of production have by their very nature. It 
tended to under-estimate the growth of total industrial production. 
It included mainly those industries which at the time when 
the Index computation was started were already in existence 
and of some importance, and it necessarily neglected the new 
industries which began to expand heavily thereafter. In a 
time like ours when technical progress is very fast this becomes 
rapidly a major source of error. 


II 


The new Index published in the August 1940 number of the 
Federal Reserve Bulletin is more comprehensive. It contains 23 
additional series, while 28 series of the old index have been 
materially revised and only 30 series of the old index re- 
mained substantially unchanged. The following items are 


new : 
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Weight in %. 





r Deliveries . 
Copper hipments . 
Zinc Shipments 
Furniture. 
Common and Face Brick 
Glass Containers . 
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+ no and Dried Milk . 

Production of other manufactured F Foods" 
Malt Liquor . 
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Other distilled Spirits 
Rectified Spirits . 

Chemicals. 

Rubber Products (except tyres and tubes) 
Gold Production . 


SHPSSSESISSSSLVSSHOSSSOLS 
mS tom SO o0 


=1 bo bo to = bo bo _ 
BS Or ad Or bo Or ED Oo BS Horee 








Thus the new Index appears to be considerably wider in scope 
than its predecessor. Measured by the net value of production, 
the Index has been broadened by some 50 per cent. The fact 
that the Index provides for aircraft a weight of 0-25 only as 
compared with 4-79 for automobile production is explained by 
the peculiar nature of the aircraft industry, which is far less 
integrated than the production of cars. The aircraft factories 
confine themselves by and large to assembling, while by far the 
greatest portion of the airplane parts is manufactured by sub- 
contractors whose production appears among many other industries 
(especially automobile accessories, aluminium, tools, etc.). By 
1941 the dollar value of airplane output might at least equal the 
value of the auto production. 

The data for the individual 81 series are only partly direct 
production figures. A good deal of the work consisted in adjust- 
ing other statistical data, mainly man-hours worked in order to 
reflect production volume. This procedure allowed the inclusion 
of indices for machinery, furniture, chemicals, baking, canning 
which had not been part of the old index, and the improvement 
of some other series which were represented in the old index in 
an unsatisfactory fashion. In other instances corrected active 
spindle and loom-hours were used. Sometimes two or more 
series covering different parts of the period under observation 
had to be woven together. Sometimes it was deémed necessary 
to bring monthly sets into agreement with census figures which 


revealed a somewhat different behaviour. 
No. 201.—vo.. LI. E 





SAPP 





Tear 
yt 
ae | 


heed 





50 THE ECONOMIC JOURNAL [APRIL 


Each individual series has been adjusted for seasonal variation. 
Seasonal factors for the old series have.been re-computed, and 
were found to have been greatly changed in a number of instances. 
The inclusion of many new data has contributed also to a quite 
remarkable change in the seasonal pattern of the composite Index. 
On the whole, the seasonal fluctuations of the new Index are 
somewhat milder than they are for the old index. Moreover, 
the seasonal peak of production has been shifted from April/May 
in the old index to September/October in the new Index. The 
contraction of output to be expected for seasonal reasons in 
December is considerably less marked in the new Index than in 
the old one. 

The basis period has been shifted from 1923-25 to the average 
of 1935-39. The change is in itself not particularly significant, 
but justified by practical considerations. There is a tendency in 
the Federal agencies to adopt a uniform basis for all their index- 
numbers in order to make them easily comparable. The average 
1935-39 recommends itself because the period is recent, includes 
years of low as well as of high business activity, and covers three 
censuses of manufactures. Since by pure accident the average 
of 1935-39 for the old index is 99, level and course of the old and 
the new Index during the base period are practically the same. 

The individual series are combined into a composite Index 
with due consideration for the different relative importance of the 
single components. They are weighted according to the net 
value of production of the industries which they represent as 
shown in the census of manufactures (and the value of minerals 
for the mineral sub-index). Two sets of weighting factors were 
compiled, the first based on the 1923 census figures and applied 
to the index period of 1923-29, and the other one based on the 
1937 census figures and applied to the period beginning 1929. 
The two resulting index series were woven together in 1929. 
The change in the weighting system makes the Index more 
realistic by reflecting the changing importance of different in- 
dustries. Petroleum and chemicals have a higher share in the 
new Index on account of the growth in the volume of these 
products, at the expense of such products as lumber and coal. 
The following table shows the sub-series of the Index with the 
weights attributed to them in the present period. 

The additions to the Index have, of course, strongly affected 


- the relative weight of the individual items. Roughly speaking, 


steel and textile series lost half of their importance, thus creating 
the possibility of including the two dozen riew series with the 
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Weight in %. 


Industrial Production . ‘ r ‘ 100-00 
Manufactures . . > : . 84-80 
Durable Manufactures ° ‘ . ° 37-93 
Iron and Steel . ‘ » ‘ . 11-00 
Machinery . ‘ ° ° 10-81 
rtation E uipment . 
Non-Ferrous Metals and Products 
Lumber and Products . % 
Stone, Clay, Glass Products . 
Non-Durable Manufactures 
Textile and Products . 
Leather and Products . 
Manufactured Food Products 
Alcoholic Beverages. 
Tobacco Products 
Paper and Products. 
Printing and Publishing 
Petroleum and Coal Products 
Chemicals . ‘ 
Rubber 
Minerals . 
Fuels . 
Bituminous ‘Coal . 
Anthracite . 
Crude Petroleum | 
Metals 
_ Ore 
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Gold . 
Silver 
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weight indicated in the above table (p. 49). For those series in the 
manufactures group which remain substantially unchanged in 
the new Index, shifts in the weight are shown in the following 
table : 


Combined Weights of Manufactures = 100. 





Old Index. | Revised Index. 


0-92 
11-95 
5-65 
0-24 
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The main features. of a chart showing the old and the new 
Index may be characterised as follows : 
(1) The new Index reveals a faster growth of production than 
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does the old index. It proves that the pessimistic theory of the 
stagnation of American production simply contradicts the real 
facts. While it is true that, measured by the old index, the peak 
of the middle of 1929 has never been reached again, it becomes 
apparent now that the production in the middle of 1937 was 
6 points above the index of 114, which ‘as computed for June 
1929; in December 1939 it reached its highest point at 126. The 
latest available figure (136 for December 1940) is much above the 
1929 peak, and even the lowest figure of the year 1940, in April, 
is only 3 points below the best of the 1929 figures, and not worse 
than the average of the first half year 1929. 

(2) Annual figures confirm the result. The average for 1929 
was 110. The average for 1937 was 113. The average for 1939 
was only 2 points below the 1929 figure. The average for the 
year 1940 is 122—higher than any annual figure before. 

The old index was 100 for 1923-25, and almost the same (99) 
for 1935-39. The new Index is 100 for 1935-39 and 139 in June 
1940. In the earlier period, 1923-25, it was only 87. 

The reason is, of course, that in the old index those industries 
which expanded more than the average were not properly repre- 
sented, such as chemicals, rayon textiles, alcoholic beverages, 
dairy products, pulp and paper, machinery, furniture, and some 
other items. 

(3) The new Index is less erratic than the old index. A 
number of minor oscillations, which distinguished the old index, 
are less marked in the revised Index. The much-discussed slump 
of production between December 1936 and January 1937 simply 
does not exist according to the new Index. Another example is 
the famous rise in production in the second quarter of 1933, 
according to the old index from 60 to 100. The new Index shows 
only an expansion of from 54 to 86. The smoother course of the 
curve of the new Index may partly be due to improvements in 
the seasonal adjustment, partly it is the effect of the inclusion 
of more stable series. 

(4) In general, the downward movements of the old index go 
faster than the corresponding ones of the new Index. This is 
not true of the 1937-38 recession, but very definitely of 1933, 
1934, and again of the beginning of 1939, when the Index did not 
shrink more than from 102 to 97 (instead of from 104 to 92 in the 
old index). It becomes clear now that the recession of the first 
quarter of 1940 again was exaggerated by the old index, which 
went down from 128 to 102; the new Index shows only a reduction 
of from 126 to 111. 
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(5) There is an extraordinary difference in the behaviour of 
the two indices of durable and non-durable goods production. 
Not only does the non-durable goods Index follow a much smoother 
course—which is only natural and to be expected—but the trend 
of the non-durable group is much more on the upgrade than in 
the durable goods. 

Production of non-durable goods has expanded with relatively 
slight interruption over the whole period, while durable-goods 
volume produced in 1923-25 is almost the same as that produced 
in 1935-39. The peaks in 1937 and 1939 were not above that in 
1929, the lowest point in 1932-33 was below that of 1921, the 
lowest point in 1939 below that of the crisis of 1924. The non- 
durable goods Index was at its highest point in 1937, much higher 
than ever in 1929, and in December 1939 again 4 points higher 
than in 1937. The lowest point of the non-durable goods series 
in 1937 is better than the average Index of this group in 1928 
or in 1930. The low point in 1940 (106) was not substantially 
lower than the average of 1939 (108). In annual form, with three 
years averages, the non-durable Index figure runs as follows : 


1922-24 . ° - 69 1931-33 . ° - 7 
1925-27 . ° - 79 1934-36 . ° - 90 
1928-30 . ° . 1937-39 . . - 103 


This means an improvement of about 50 per cent. over a 
period of 15 years and an increase of almost 20 per cent. for the 
last three years as compared with the prosperous years 1928-30. 

The inclusion of data which are not strictly production series, 
necessary to widen the scope of the Index, leads to a minor degree 
to certain complications. For some industries raw-material con- 
sumption is being used to measure actual production. Here the 
problem of changing stocks of raw materials in consumers’ hands 
enters: when stocks are being accumulated, production will be 
over-estimated and vice versa. The series “non-ferrous metals 
and products ”’ suffers heavily from this defect, and, like several 
others, should not be used individually. But the combined effect 
of mistakes arising from that cannot affect the total Index in any 
substantial way. On the whole the correction should make the 
Index a much more accurate mirror of the physical volume of 
production than its predecessor. A number of objections have 
been expressed publicly against the new Index, the majority of 
them being unjustified. Violent attacks were directed against the 
fact that the new figures were published during last August, when 
the Presidential elections were near and the Index therefore could 
be used to convey the impression of a long-term improvement in 
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Federal Reserve Board Index of Industrial Production. 














Revised Index. Old Index. 
Base shifted to 
1935-39 = 100. 1923-25 = 100. 1923-25 = 100. 

1919 F J ‘ 72 83 83 
1920 ; ; 15 86 87 
1921 . é _ 58 67 67 
1922 ; : ; 73 84 85 
1923 a ; ¥ 88 101 101 
1924 ‘ 3 ‘ 82 94 95 
1925 ‘ ‘. ‘ 91 105 104 
1926 . P A 96 110 108 
1927 ‘ ‘ ‘ 95 109 106 
1928 7 ° - 99 114 lll 
1929 ; . ‘i 110 126 119 
1930 = é ; 91 105 96 
1931 75 86 81 
1932 58 67 64 
1933 69 79 76 
1934 75 86 79 
1935 87 100 90 
1936 103 118 105 
1937 113 130 110 
1938 88 101 86 
1939 108 124 105 
1940 

January ; ‘ 122 140 119 

February . ‘ 116 133 109 

March . 113 129 104 

April . lll 128 102 

y : : t 115 131 106 

June. ‘ j 121 139 114 

July . ° . 121 139 discontinued 

A it. 121 139 

September 125 144 

October . i 129 148 

November > . 132 152 

December & 136 156 











business conditions under the present administration. There is 
little doubt that nothing was farther from the mind of the author 
of the new Index than political considerations of that sort. If 
the new Index in itself is an improvement on the old index, 
the date of publication is irrelevant. A bank report mentions 
half a dozen facts which were referred to as seeming to contradict 
the new Index: that on a per capita basis the national 
income during 1939 was only 82 per cent. of what it was in 
1926; that freight loadings per capita were 58 per cent., that 
automobiles made were 67 per cent., bank cheques drawn 57 per 
cent. and department store sales 75 per cent. of the corresponding 
1926 figures. But some of these series (like national income, 
construction, department store sales) consist of dollar figures 
which should have been adjusted to price changes. Others (like 
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railroads) refer to relatively contracting industries. Cheque 

payments reflect reduced volume of stock-market transactions. 
The accuracy of the new Index has been confirmed by another ; 

Index of physical production recently published by the National 

Bureau of Economic Research. It is based on biennial census 

' figures of manufacturing industries. 






















Physical Output of Manufacturing Industries. 











1919 = 100, 

National Bureau | Federal Reserve Board Index. i 

of Economic | 
Research. Old. New 
1919 ; : ; ; 100 100 100 
1921 ‘ ‘ : F 88 79 78 
1923 ; 4 ‘ H 126 120 120 
1925 ; ; : : 134 125 125 
1927 . ‘ ‘ ; 143 126 132 
1929 “ : ; : 164 142 153 
1931 ; 3 : ; 118 95 103 
1933 ; ‘ ; R 103 89 94 
1935 . ; 5 136 107 121 
1937 ; ‘ ‘ - 169 130 157 














This series, too, proves—contrary to popular belief—that the 
1929 production was topped by a fair margin in 1937. The 
comprehensive figures of the 1939 census are not yet available. 

GuasTav STOLPER 


Ernest M. Dosiin 
New York. 
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LIBERTY AND EQUALITY 
or: : 
JEREMY BENTHAM AS AN ECONOMIST. 










I. Bentuam’s Dootrine. 


Bentham’s Theory of Ethics—Bentham’s Theory of Liberty— 
Bentham’s Theory of Equality. 

In his admirable essay on Jeremy Bentham, his master and 
friend, John Stuart Mill describes the contradiction inherent in 
the relation of this man to his time : although his life was that of 
a hermit and his work found little attention, he still deeply in- 
fluenced his people both during his lifetime and after his death. 
But the opposite is equally true: although he seemed to be 
severed from his environment, he still was one of the most repre- 
sentative figures of his age and country. 

Viewed from the standpoint of intellectual history, Bentham’s 
achievement represents the last and highest attempt to master 
the great problem which the English philosophy of the eighteenth 
century endeavoured to solve: the foundation of a scientific and 
exact ethics on the basis of a scientific and exact psychology. 


“ Legislation, which has hitherto been founded prin- 
cipally upon the quicksands of instinct and prejudice, ought 
at length to be placed upon the immovable base of feelings 
and experience; a moral thermometer is required, which 
should exhibit every degree of happiness and suffering. . . 
The feelings of men are sufficiently regular to become the 
object of a science or an art; and till this is done we can only 
grope our way by making irregular and ill-directed efforts.” 
(Works, ed. John Bowring, 1843, I, 304.) 


The feelings: it is they alone on which Bentham builds his 
whole system. His philosophy is entirely sensationalist and 
hedonist. 


“ Nature,” he says at the beginning of his famous Inéro- 
duction to the Principles of Morals and Legislation (I, 1), 
“has placed mankind pots the = of two sovereign 
masters: pain and pleasure. . Ne agf govern us in 

we do, in all we say, in all we think... . In words a 
man may pretend to abjure their empire; " but in reality he 
will remain subject to it all the while.” 
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All moral deliberations are reducible to the basic sensations : 





































** Motive, indeed ! as if all motives were not the same— 
to obtain for the actor some recompense for his act, in the 
shape of pain averted, or pleasure secured. The motive, as 
far as that goes, of the vilest is the same as the motive of the 
noblest—to increase his stock of happiness.” (Deontology, 
1834, IT, 155.) 


On the basis of this psychology Bentham constructs his ethics. 
“The object or end in view,” we read in innumerable variations 
(III, 33), “should be the production of the maximum of happiness 
in a given time in the community in question.” Now, the notion 
of maximum belongs to mathematics, and Bentham had, in 


id fact, a moral arithmetic in view, in which the feelings of pleasure 

2 constitute the positive, the feelings of pain the negative quan- 

a tities. 

D- “The most exalted acts of virtue,” he says (I, 13), “may 

h. be easily reduced to a calculation of good and evil. This is 

he neither to degrade nor to weaken them, but to represent 
them as the effects of reason, and to explain them in a simple 

™ and intelligible manner.” 

’s Men and State must subordinate themselves in the same way 

er to this hedonist imperative : 

r “The whole difference between politics and morals is 

' this: the one directs the operations of governments, the 
other directs the proceedings of individuals; their common 
object is happiness. That which is politically good cannot 

tt be morally bad; unless the rules of arithmetic, which are 


true for great numbers, are false as respects those which are 


i small ” (I, 12). 
¥. In Jeremy Bentham—this is manifest in his fundamental 
i ideas—the two great intellectual tendencies of the eighteenth 
o” century, empiricism and rationalism, arrive at a perfect synthesis. 
Bentham’s psychology is entirely empiricist: man, when he 
; enters upon this life, does not bring any innate ideas with him. 
" He is but a pleasure-seeking and pain-fleeing animal. His mind is 
' formed little by little by his experiences, which combine through 
association to make a whole. Bentham’s moral philosophy is 
rO- entirely rationalist : it is for reason to direct the actions of men 
l), and human societies, by comparing pain and pleasure, and deter- 
zi mining in an exact way how the maximum of pleasure and the 
7 minimum of pain may be secured. 
he To this theoretical synthesis of the doctrines of empiricism 


and rationalism corresponds a practical synthesis of the ideals of 
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liberty and equality. Empiricism is thoroughly egalitarian: if 
men come into the world without innate ideas, filled only by an 
animal tendency towards pleasure, they are equal by nature: 
then it is only the influences received in society which cause their 
diversity. This belief implies already an element of liberty : if 
the differences between men are not a fact of nature but a result 
of circumstances, it must be possible to reach by a transformation 
of the conditions of life a new and higher type of man. Rational- 
ism is thoroughly libertarian: it is in the power of man and his 
free will so to direct his actions by rational considerations that 
they serve the highest end of existence, the maximum of pleasure, 
ina perfect way. This belief contains also an element of equality : 
after the highest happiness strive all without distinction, and 
“ this is the end which individuals will unite in approving, if they 
approve of any ” (II, 537). 

This connection of liberty and equality which gave the French 
Revolution its mighty battle-cry, had its roots in the deepest 
ethics of the time. It is common to Bentham and his antagonist 
Immanuel Kant. “ Act so that the maxim of thy action could 
be law for every man ”—+this is Kant’s categorical imperative; 
“ Act so that the result of thy action contributes to the greatest 
happiness for every man ”—this is Bentham’s hedonist im- 
perative. Great as the contrast between the morals of duty and 
the morals of utility may appear, both principles rest on the 
liberty of the individual and the equality between the individuals. 

Liberty and equality are, however, not only the foundations 
of Bentham’s Practical Philosophy, they are also the foundations 
of his Political Economy. To the problems of economic life he 
devoted his labours around 1795—two decades after Adam Smith 
and two decades before David Ricardo; so that even this his- 
torical circumstance renders his position in the development of 
the social sciences very interesting. 


Adolf Held described Jeremy Bentham as “ the most doctrin- 
aire of aJl Englishmen” (Zwei Buecher zur socialen Geschichte 
Englands, 1881, 58). That this judgment, although exaggerated, 
contains a great truth, is shown by a comparison between Ben- 
tham and Smith. The basic attitude, especially as regards 
economic policy, is common to both. But while the freedom of 
economic intercourse is to Smith only a postulate of opportunity, 
it becomes in Bentham a matter of principle. Bentham did not 
simply accept Smith’s economic doctrines, but developed them to 
their logical conclusion. In general, Adam Smith upheld the 
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demand that the State should refrain from all interference in 
economic life. But he admitted exceptions from this rule. 
Two are especially significant: Smith advocates interference 
in the capital market by the fixation of a maximum rate 
of interest and interference in foreign trade with the aim of 
securing sea supremacy. 

“In countries where interest is permitted, the law, in 
order to prevent the extortion of usury, generally fixes the 
highest rate which can be taken without incurring a penalty. 
This rate ought always to be [only] somewhat above the 
lowest market-price”’ (Wealth of Nations, ed. Cannan, I, 338). 


For if the rate of interest was not limited, ‘‘ the greater part of the 
money which was to be lent, would be lent to prodigals and pro- 
jectors, who alone would be willing to give this high interest.” 
This, however, the State ought to prevent. And: 


“The act of navigation is not favourable to foreign 
commerce, or to the growth of that opulence which can arise 
from it. . . . As defence, however, is of much more im- 
portance than opulence, the act of navigation is, perhaps, the 
wisest of all the commercial regulations of England’ (429). 


These inconsistencies in the Smithian system were fought by 
Bentham. “In my own view of the matter,” he says on all , 
measures of interference (III, 29), “‘no middle course is either 
necessary or proper: the only perfectly effectual is the only 
perfectly proper remedy—a spunge.” The legal fixation of the 
rate of interest he fought in a special pamphlet which bears the 
provocative title Defence of Usury. Usury, he explains, is a word 
which, because of a traditional prejudice, fills men with abhor- 
rence. And what is usury viewed calmly and objectively ? 


“I know of two definitions that can possibly be given of 
usury. One is, the taking of a greater interest than the 
law allows of: this may be styled the political or legal 
definition. The other is, the taking of a greater interest 
than it is usual for men to give and take: this may be styled 
the moral one, and this, where the law has not interfered, is 
plainly enough the only one. It is plain, that in order for 
usury to be prohibited by law, a positive description must 
have been found for it by law, fixing, or rather super- 
seding, the moral one. To say, then, that usury is a thing 
that ought to be prevented, is saying neither more nor less 
than that the utmost rate of interest which shall be taken 
ought to be fixed.” 


And thus we arrive at the postulate of Adam Smith. All depends 
upon the question of whether it is justifiable. “‘ The propriety 
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of the penal law must depend upon the propriety of the . . . 
declaratory one.” Now, what is the essence of Smith’s postulate ? 
The legal fixation of a special price. But, ‘‘ what natural fixed 
price can there be for the use of money, more than for the use of 
any other thing?” (III, 4). If one, like Smith, rejects maximum 
prices—we hear Bentham arguing between the lines—one must 
also include the price for the use of money. 

“‘ For him who takes as much as he can get for the use of 
any other sort of thing, a house for instance, there is no parti- 
cular appellation, nor any mark of disrepute. Why a man 
who takes as much as he can get, be it six, or seven, or eight, 
or ten per cent for the use of a sum of money, should be 
loaded with an opprobrious name, any more than if he had 
om en a house with it, and made a proportionable profit by 
the house, is more than I can see.” 


No: 


“‘ there is just the same sort of harm, and no other, in making 
the best terms one can for one’s self in a money loan, as there 
is in any other sort of bargain ”’ (14). 


But Bentham fights Smith’s postulate not only as formally 
illogical (although the logical argumentation forms the backbone 
of his train of thought; cf. especially Letter IX), but also as 
practically harmful. It is prodigals and projectors whom Smith 
has in view, but the one need not and the other should not be 
protected against high interest. The prodigals, Bentham argues, 
obtain any sum at the legal rate if they are in a position to offer 
security, and none if they are incapable of doing so. Hence 
they are, as borrowers of expensive capital, out of the question. 
Not so the projectors. Who are, viewed soberly, to be under- 
stood by this odious name? Bentham says: “ Persons as, in 
the pursuit of wealth, strike out into any new channel, and 
more especially into any channel of invention ”—“ persons as, 
in the line of any of their pursuits, aim at anything that can be 
called improvement” (III, 21 et seg.)—hence the carriers of 
economic progress. These dynamic entrepreneurs, however 
(“not only an innocent but a most meritorious race of men” 
(III, 21)), cannot obtain capital loans on the same conditions 
as their conservative competitors because their project implies a 
risk, a ‘‘ chance of ill success,’ which must be counterbalanced 
by an increase of the rate of interest (we should say: by a 
premium). 

“ To limit the legal interest to a rate at which the carriers 
on of the oldest and best established and least hazardous 
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trades are always glad to borrow, is to give the monopoly of 
the money market to those traders, as against the projectors 
of new-imagined trades, not one of which but, were it only 
from the circumstance of its novelty, must appear more 
hazardous than the old ” (26). 


The laws meant to prevent usury in fact prevent economic 
progress. } 


“ As without these discouragements the progress of man- 
kind in the career of prosperity would have been greater 
than it has been under them in time past, so, were they to 
be removed, it would be at least proportionably greater in 
time future ”’ (23). 


Hence the fixation of a maximum rate of interest advocated 
by Smith is not useful to the individual and is certainly harmful 
to society, and thus Bentham arrives at the principle that 


“no man of ripe years and of sound mind, acting freely, and 
with his eyes open, ought to be hindered, with a view to his 
advantage, from making such bargain, in the way of obtain- 
ing money, as he thinks fit; nor anybody hindered from 
supplying him, upon any terms he thinks proper to accede 
to ” (3). 


Smith’s thesis that interference in foreign trade of the kind 
of the Act of Navigation is justifiable by national reasons, 
Bentham refuted in his Principles of International Law by econo- 
mic as well as ethico-political arguments (Essay IV: “A Plan 
for an Universal and Perpetual Peace’; cf. also “‘ Emancipate 
your Colonies!”’). As to the economic argument, he bases his 
train of thought on a statement taken over from Smith, the 
thesis “‘ that the increase of growing wealth in every nation in a 
given period, is necessarily limited by the quantity of capital it 
possesses at that period” (II, 546, Wealth of Nations, ed. Cannan, 
I, 422). From this perception ( “so plainly and obviously true 
as to challenge a place among self-evident propositions,” 549) it 
follows with cogent logic that all measures of foreign trade policy 
are senseless. ‘‘ They are useless as they add nothing to the mass 
of wealth; they only influence the direction of it ” (550). 


“The quantity of profitable industry that can be carried 
on in a country being limited by that of the capital which the 
country can command, it follows that no part of that quantity 
can be bestowed upon any one branch, but it must be with- 
drawn from, or withholden from, all the others. No encourage- 
ment, therefore, can be given to any one, but it must be a 
proportionable discouragement to all the others.” 
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As competition equalises the rates of profit in the different 
branches of industry “no one is to such a degree more beneficial 
to the public than the rest, as that it should be worth its while to 
call forth the powers of law to give it an advantage.” As 
educative duties are to be rejected, so are maintenance tariffs. 
“‘ Suppose any branch of trade or manufacture to decline, 
suppose it lost altogether, is this any permanent loss to the 
nation? Not the smallest. We know the worst that can 


happen from any such loss; the capital that would other- 
wise have been employed in the lost branch will be employed 


in agriculture,” 
where there is, because of the increase of population, always an 
opening for it (547, 550). But even if we drop the assumption 
that there is a perfect equalisation of the rates of profit, the 
destruction of a branch of industry is but a small loss : 

“ Supposing this the most productive of all trades, yet 
what we lost . . . would only be equal to the difference 
between the percentage gained in that trade and the per- 
centage gained in the next most productive trade. . . . It 
is impossible, therefore, that the loss of any branch of trade 
can be productive of any detriment to the community, 
excepting always the temporary distress experienced by the 
individuals concerned in it for the time being, when the 
decline is a sudden one ”’ (548, 550). 

Hence any interference in foreign trade of the kind of the Act 
of Navigation cannot be justified economically. Can it be justi- 
fied politically, as Adam Smith thinks, as a measure of defence! 
Not in this way any more; the peril of war arises from mutual 
distrust among nations. The reduction of this distrust, which 
would promote real security, is only possible by reducing military 
power. England, as the strongest State of Europe, ought to take 
the first step in this direction. No danger would be connected 
with it, for 


“such is the condition of the British nation : peace and war 
may be always looked upon as being to all human proba- 
bility in a good measure in her power. . . . Her strength 
places her above the danger of surprise, and above the 
necessity of having recourse to it to defend herself ” (556). 


But great glory could be gained : 
“Oh my countrymen! The operations may be painful; 
but the rewards are glorious indeed! As the main difficulty, 
so will the main honour be with you” (553). 
But even if such pacifism should be rejected as fantastic, 
measures like the Act of Navigation could not be recommended. 





1941] JEREMY BENTHAM AS ECONOMIST 63 


“Defence is of much more importance than opulence,” says 
Smith. Bentham retorts: opulence is the basis of defence. 


“In the present mode of seeing on war—a mode which 
it is in no man’s power to dep m, security is in pro- 
portion to opulence” (559). 

What is prejudicial to the wealth of a country—and Smith 
admits that the Act of Navigation has this effect—is therefore 
also prejudicial to its security, and Smith is wrong in assuming 
the contrary. 

This argument leads Bentham to the thesis 


“that it is not the interest of Great Britain to have any 
treaty with any Baar whatsoever, for the purpose of 
possessing any advantage whatsoever in point of trade, 
to the exclusion of any other nation whatsoever,” 


and 
“that it is not the interest of Great Britain to keep on 
foot any regulations whatsoever of distant preparation for the 
augmentation or maintenance of its naval force; such as the 
Navigation Act, bounties on the Greenland trade, and other 
trades regarded as nurseries for seamen ” (546). 


In this way Jeremy Bentham removed in the fifteen years 
following upon the publication of the Wealth of Nations the two 
most obvious inconsistencies in Adam Smith’s system. In his 
Manual of Political Economy, which was written in 1793, he 
endeavoured to prove that free economy is the most productive, 
and, in this connection, put forward the demand that the State 
should observe strict passivity in all economic matters. 


“The object or end in view should be the production of 
the maximum of happiness in a given time in the community 
in question. . . . With the view of causing an increase 
to take place in the mass of national wealth, or with a view 
to increase of the means either of subsistence or enjoyment, 
without some special reason, the general rule is, that nothing 
ought to be done or attempted by government. The 
motto, or watchword of government, on these occasions, 
ought to be: Be Quiet ! ” (III, 33). 

Starting from this fundamental attitude, Bentham shapes his 
system of Political Economy as a science of the means to secure 
the greatest possible national welfare. 

“With few exceptions, and those not very considerable 
ones, the attainment of the maximum of enjoyment will be 


most effectually secured by leaving each individual to pursue 
his own maximum of enjoyment, in proportion as he is in 





THE ECONOMIC JOURNAL [APRIL 


possession of the means. . . . On the part of the individuals 
by whom increase of wealth is produced, the production of 
it is either purely spontaneous, or either promoted or 
obstructed by the operations of government ” (35). 


Accordingly Bentham divides all economically relevant actions 
into three groups: sponte acta of individuals; agenda of govern- 
ment; mon-agenda of government. In a modern national 
economy the second group will be but small, the first and third, 
however, large. To prove this is the task which Bentham set 
himself in his Manual. He examines all empirically given measures 
of economic policy and places them according to their nature into 
the categories of the agenda or non-agenda. His touchstone is, 
of course, the utilitarian calculus of gain and loss. 


“The interposition of government may be desirable or 
not, according to the state of the account—according as the 
inconveniences attached to the measures in which the inter- 
position of government consists, preponderate or fail of pre- 
ponderating over the advantage attached to the effect which 
it is proposed should be produced ”’ (34). 


It is a scientifically exact system of welfare economics which 
he envisaged—a scientific system of welfare policy in which is 
proved in an exact way that the abstinence of government is 
more conducive to the common weal than its interference. 

Bentham is quickly finished with the category of the agenda. 
Here belong only (1) measures for the removal of obstacles. 


“‘ Whenever non-agenda have been acta, the doing away 
of these male acta may form so many additions to the 
catalogue of agenda. To this head belong those operations 
which consist in the removal of obstructions to sponte acta” 
(Abolition of common property in land, of entails, feudal 
rights, and slavery, 41). 


(2) Measures for the satisfaction of more important before less 
important needs. In opposition to the first group, these steps do 
not contribute to the increase of national wealth, but change only 
its use (corn magazines, acts of navigation, bounties on fishery). 


“Tf a sacrifice be made of the matter of wealth in the 
most agreeable of its shapes, to the same matter in one or 
other of the two necessary ones—of the matter of enjoyment 
to the matter of subsistence, or the matter of defence ;—if 
the assumed necessity be real, the transformation belongs, 
by the supposition, to the catalogue of agenda.” 


This case, however, Bentham holds, is hardly ever practical. 
By far the widest space in the Manual is occupied by the dis- 
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cussion of the non-agenda. The basic idea is this: Production 
is limited by capital. Capital cannot be created by the action 
of government. Hence the State is incapable of aiding economic 
life (cf. especially 54, 80). Bentham distinguishes between broad 
measures—+.e., attempts at promoting the national economy as 
a whole—and narrow measures—i.e., attempts at increasing 
national wealth by assisting individual branches of industry. Of 
broad measures in this sense Bentham investigates four : 
(1) Forced frugality. 
“ By raising money as other money is raised, by taxes 
(the amount of which is taken by individuals out of their 
expenditure on the score of maintenance) government has it 
in its power to accelerate to an unexampled degree the 
augmentation of the mass of real wealth. By a proportion- 
able sacrifice of present comfort, it may make any addition 
that it pleases to the mass of future wealth ”’ (44). 


But the Government should not avail itself of this possibility, 
for society saves to a sufficient degree spontaneously, and it would 
be unjust to force upon the citizens a certain division of their 
income between enjoyment and saving. A special case which 
must be judged favourably is the taxation for the purpose of 
repaying public debts. 

“On the buying-in or paying-off of the government 
annuities . . . the money raised by taxes (of which the whole 
mass, with a trifling exception or two, bears not upon capital 
but upon income) passes into the hands of the expelled 
annuitants; who to make it afford them an income, as before, 
must employ it themselves in the shape of capital, or lend it 
to others, who will employ it in that shape.” 

Forced saving of a similar kind is also (2) Increasing money— 
i.e., inflation. “The effect of every increase of money is to 
impose an unprofitable income tax upon the incomes of fixed 
incomists.” If and in as far as the money thus raised is used 
productively, as capital, ‘the suffering by the income tax is 
partly reduced and partly compensated ... by the mass of 
things vendible produced by means of it.” But “ here, as in the 
case of forced frugality, national wealth is increased at the 
expense of national comfort and national justice ” (45), and that 
to an especially high degree, since only a small group of people is 
hit with great force. Such an injustice is connected with any 
inflation and deflation, and Bentham therefore lays down this 
principle : 

“In respect of the ratio of money to things vendible, of 


the aggregate of the one, to the aggregate of the other, the 
No. 201.—Vvot. LI. F 
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state of things most desirable is, that it should continue the 
same at all times, no increase at any one time, no decrease at 
any other ” (46). 


(3) Forced reduction of the rate of interest. A step of this 
kind would be unfair, for it would favour the debtor at the 
expense of the creditor. But it would also be senseless : 


** As to the effect in the way intended, it would be purely 
illusory. To the proportion of money employed in the shape 
of capital it would make no addition. . . . Instead of adding 
to, it would defalcate from the aggregate mass of wealth. 
Being a tax on money, lent in the shape of capital within the 
country . . . it would have the effect of a bounty on the 
exportation of it—on the exportation of it to any country 
where any rate of interest higher than the reduced rate 
would be to be had ” (47). 


(4) Increasing land—viz., by colonisation. 


“When an excess of population in relation to territory 
exists or is foreseen, colonisation is a very proper measure. 
As a means of increasing the general wealth of a country, or 
of increasing the revenue of the mother-country, it is a very 
improper measure.” 


For 


“‘ of the mass of labour which is employed in adding to real 
wealth, no inconsiderable portion is employed in lessening 
the expense of carriage. . . . Land newly acquired, especially 
in the way of colonisation, is acquired at a greater distance. 
. . . To the mother-country, the positive profit from a colony 
is [therefore] equal to 0” (52). 


The costs of occupying, administering and defending the settle- 
ments, however, are a loss. 

In the treatment of these “‘broad measures,”’ Bentham displays 
considerable originality. Not so in the chapters devoted to the 
“‘ narrow measures ”’ (loans, gifts, bounties, exemption from taxes, 
prohibitions and taxations of rivals, drawbacks, non-importation 
agreements, premiums, fixation of prices). Here he shows him- 
self as a faithful disciple of Adam Smith. 


*‘ Divide productive industry into any number of branches 
—every encouragement afforded to any one . . . operates 
to the amount in discouragement of all the others ”’ (58). 


That is the theme which is being variated. 
In his doctrine of taxation Bentham starts from the following 
principle: ‘‘ Finance operates in toto in diminution of wealth.” 
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For 


“taxes are either on income or on capital. . . . Taxes on 
capital diminish present capital, and thence future and 
growing wealth, by the whole of their amount; taxes on 
income by the amount of the savings that would have been 
made out of income, and added to capital, instead of being 
spent in maintenance, had it not been for the tax.” 


Accordingly 
“‘ the object or end in view should be to render the diminution 
as small as possible, and as pure as possible from collateral 
vexation and inconvenience in every shape ”’ (75 sq.). 


With these postulates, Bentham holds, indirect taxes agree 
better than direct ones. 

“To a direct tax, each man pays what the imposer of the 
tax pleases; and the vexation attendant upon its collection 
embraces everyman who pays it. To an indirect tax, each 
man pays no more than he pleases; and the vexation attend- 
ant on the collection of it is confined to the makers and 
venders of the commodity taxed ” (76 sq.). 


One type of taxation, however, should be especially cultivated : 
the death duty. 

Bentham advocates the inheritance-tax, because of all public 
impositions it is least prejudicial to the principle of liberty. It 
allows the industrious to enjoy the reward of his labours as long 
as he is capable of enjoying it. But he also advocates the 
inheritance-tax, because of all public impositions it is most con- 
ducive to the principle of equality. It deprives the successful of 
his outstanding property as soon as he is no longer capable of 
enjoying it. It is the ideal tax, because it serves both ideals at 
the same time. 


“There is no true interest but individual interest ’—‘‘ The 
greatest happiness of the greatest number is the foundation of 
morals and legislation.” Many have found an irreconcilable 
contradiction between these two theses of Bentham’s (Jouffroy, 
Cours de Droit Naturel, 1835, II, 19; Held, loc. cit., 256; Bonar in 
Palgrave’s Dictionary, ed. 1926, I, 133; Haney, History of 
Economic Thought, ed. 1936, 252 sq.). The first sentence, it has 
been argued, rests on an extreme individualism, the second on an 
extreme societism. Hence there is a “logical leap from the 
individual to the general happiness’ (Bonar), which deprives 
Bentham’s system of its inner consistency. 

Against this criticism, which lacks a deeper understanding of 
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Bentham’s world of thought, M. Guyau has already protested in 
his splendid book La morale anglaise contemporaine (1879). He 
declares that the contradiction in Bentham’s system asserted by 
Jouffroy is only an apparent contradiction. 






“ Egotism rightly understood is the search for happiness; 
now Bentham regards the enjoyments of sympathy and 
affection as inseparable from this very happiness: hence 
they must be searched for. But one cannot obtain the 
affection of one’s neighbour than by showing affection to one’s 
neighbour . . .”’ (2nd ed., 1885, 18). 


Thus egotism leads to love of the neighbour, individualism to 
societism : between the two there is a natural and indissoluble 
connexion. 
“In self-love there is a foundation for universal benevo- 
lence; there is none for universal malice. . . . There is in 
the world so universal and constant a competition for the 
respect, esteem and love of others—the dependence of every 
‘ man upon other men is so obvious and so intimate that a 
VF certain quantity of benevolence is almost a necessary condition 
of social existence. . . . And this is in itself evidence of the 
union between the interest of the individual and that of 
mankind ” (Deontology, II, 36 sq.). 


In a broader view and on a deeper basis Elie Halévy then dis- 
cussed the same problem as the fundamental problem of Utili- 
tarianism in his Formation du radicalisme philosophique (1901). 
Going back to Hume, and comprising the doctrine in its whole 
breadth, he discovered three ideas existing side by side which 
secure the reconciliation of individual and general interest in 
Bentham’s thought : (1) The principle of the fusion of interests. 

























“The identification of personal and general interest is 
spontaneously performed within each individual conscience 
by means of the feeling of sympathy which interests us 
directly in the happiness of our neighbour ”’ (Engl. trans., 
The Growth of Philosophic Radicalism, 1928, 13). 


(2) The principle of the natural identity of interests. 








“ Since it is recognised that the predominating motives in 
human nature are egoistic, and further that the human 
species lives and survives, it must be admitted that the 
various egoisms harmonise of their own accord and auto- 
matically bring about the good of the species. . . . By the 
mechanism of exchange and the division of labour individuals, 
without desiring or knowing it, and while pursuing each his 
own interest, are working for the direct realisation of the 
general interest ”’ (15 sq.). 
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(3) The principle of the artificial identification of interests. 


“ While still admitting that individuals are chiefly or even 
exclusively egoistic, it is yet possible to deny that their 
egoisms will ever harmonise either immediately or even 
ultimately. Therefore, in the interest of individuals the 
interest of the individual must be identified with the general 
interest, and it is the business of the legislator to bring about 
this identification ” (17). 


From his deep knowledge of Bentham’s life-work, Halévy 
explains that the first principle—the principle of the sympathetic 
fusion of interests—plays only a small part in Bentham’s thought. 
Bentham regards the sympathetic feelings as quite secondary and 
the egotistic feelings as absolutely primary and the dominant 
traits of man. He therefore adheres to the principles named in 
the second and third places. In his writings on economics he 
follows the principle of the natural identity of interests, and thus 
shows himself a disciple of Adam Smith. In his publications on 
legal reform he embraces the principle of the artificial identifica- 
tion of interests and thus conforms to the example of his master 
Helvétius. 

This analysis of Bentham’s system of ideas is entirely correct. 
But it does not go far enough beneath the surface. Even Halévy’s 
book gives the impression that Bentham was not quite consistent, 
that he did not sufficiently reconcile English and French influences, 
legal and social theories. This impression is false. Halévy failed 
to find the ultimate idea which lies behind the three principles of 
harmony and represents their common source: the great idea of 
human equality. 

This idea, though unexpressed, underlies all Bentham’s 
philosophy. The formula of the greatest happiness is indistinct 
in its meaning. Is it sufficient to increase the well-being of a 
minority to its highest pitch, if the majority does not have its 
share in it? Another hedonist and utilitarian, Leibniz, thought 
itwas. He saysin his Théodicée (ed. Kirchmann, 1879, 514, 427) : 


“The glory of the Blessed in the face of the Deity can be 
so great, that the sufferings of all the damned cannot be com- 
pared with it. . . . Why should . . . the excess of good in 
the unreasonable beings in the world not be capable of com- 
pensating and even greatly surpassing the excess of evil in 
the rational beings ? ” 


But this was not Bentham’s view. He amplified the old formula : 
it is not simply the greatest happiness, but the greatest happiness 
of the greatest number, which he envisaged as the goal. His 
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writings, especially the Principles of International Law, prove that 
he was concerned with the well-being of all men, and, indeed, of 
all living creatures. But if the principle of inequality is thus 
rejected, is not the principle of equality, at least as an ideal, 
hereby implicitly accepted?1 Fechner, who in his essay Ueber 
das héchste Gut (ed. Platz, 1923, 64 sq.), explained and developed 
Bentham’s ideas, in fact says : 


“Our maximum principle, in demanding the greatest 
possible happiness among men, demands . . . also by itself 
its distribution among men... [and] determines at the 
same time as the correct distribution the one which is the 
condition of that maximum. . . . The greatest possible pro- 
duct belongs always to one definite mode of division. If I 
divide, e.g., twelve into 1 and 11, the product of the two parts 
is 11; if divided into 2 and 10 it is greater, to wit 20; if 
divided into 3 and 9 again greater, to wit 27, and so on. 
The most favourable division is the one in equal parts, to 
wit 6 and 6; this gives the maximum product 36. Ifa 
division not into 2 but into 3 parts be concerned, the three 
equal parts 4, 4, 4, would equally give the maximum product, 
to wit 64. And thus in general with any magnitude of the 
number or number of parts, which one might choose, the 
equal division is the most favourable for the attainment of the 
highest product, the unequal, however, the more favourable, 
the more it approaches the equal one.” 


The contrast between the principles of the natural identity 
and of the artificial identification of interests is first of all a 
systematic contrast. In an ideal society—ideal according to the 
conceptions of 1790—men are equal as to their economic position, 
and under the sway of free competition that activity will bring 
the greatest success, which is most useful socially—i.e., that 
activity will secure the highest profit to the individual which 
offers the best services to the community. Thus the harmony 
between individual and general interest is given by the nature of 
the social order. But even in an ideal society of this kind men 
are not all equally filled with respect for the public order. To the 
majority of the law-abiding citizens is opposed a minority of 
criminal individuals. Here the harmony between individual and 
general interest is not spontaneously given by the nature of the 
social order, but must be artificially created by the operation of 
the legal order. 


1 Bentham’s critics among the philosophers completely overlook this, and 
their criticisms of the greatest-happiness principle lack, therefore, their most 
important presupposition : the right understanding. I mention only two newer 
examples: Moritz Schlick, Fragen der Ethik, 1930; Alf Ross, Kritik der soge- 
nannten praktischen Erkenntnis, 1933. 
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We see, therefore, that in the realm of equality the principle of 
the natural identity of interests dominates, and in the realm of 
inequality the principle of their artificial identification. There is 
no inconsistency in Bentham’s argument. The concept of social 
equality is its solid foundation. 

During the long lifetime of Jeremy Bentham the society of 
Western Europe underwent a thorough transformation. By 
1748, when he was born, it seemed as if, after the breakdown of 
the feudal order of estates, a time of perfect equality was drawing 
near. By 1832, when he died, it was certain that the ideal of per- 
fect equality had been frustrated by the capitalist class-order. 
Even in economic life there was now a conflict of interests, the 
necessary consequence of the opposition between the possessing 
and the dispossessed. Thus in the course of time the principle 
of the artificial identification of interests became stronger and 
stronger, the principle of the natural identity of interests weaker 
and weaker in the utilitarian ideology—hence their contrast was 
not only systematic, but also historical—and this development 
- was determined by the same factors as the parallel change of the 
utilitarian movement from a breadth comprising all society to 
petty bourgeois and middle-class narrowness. 

Jeremy Bentham’s contribution to Political Economy, how- 
ever, is not evenly spread over the eight decades of his earthly 
existence, but is confined almost entirely to the period between 
1790 and 1800. The solution of the problem of harmony inherent 
in it is therefore comparatively clear and uniform. 

If we wish to perceive how individualism and societism and 
individual and general interest reach, especially in the economic 
thought of Bentham, perfect reconciliation, it is above all neces- 
sary to reconstruct his train of thought as it becomes sometimes 
visible in his writings (cf. II, 537 sqg.; also I, 29). ‘‘ The proper 
end of life,” according to Bentham (VIII, 395), “is well-being.” 
Following this end man will at first show un unhampered egotism. 


“Upon this footing, the welfare, ‘the demands of other 
men, will be as nothing in his eyes: with regard to them, he 
will have no other object than that of subjecting them to his 
wishes by all manner of means.” 


But the resistance of the neighbours who naturally act in the 
same way will soon force the individuals to seek a “ line of least 
resistance,’’ and “‘ this will be the line which represents the greatest 
and common utility ’—clearly so, for it is so chosen as to avoid 
as far as possible all struggle with the neighbours, hence to save 
as far as possible their interests. 
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“The point of repose will be that in which all the forces 
find their equilibrium, from which the greatest difficulty 
would be found in making them to depart.” 


Now, this social theory—the social theory of the free play of 
forces—has one presupposition, without which it is not cogent: 
the presupposition that the individuals pushing against each 
other prove themselves in the struggle equally strong. Only if 
this is the case can a real equilibrium, as Bentham envisages it,} 
be reached (in the mechanics of the dead as well as in the mechanics 
of the living world). Only if this is the case will the happiness of 
all (and that means: the happiness of every individual) be so 
secured that nobody will strive after u different order. 

Such a state of the free play of equal forces was no doubt 
envisaged by Bentham and his contemporaries. The idea that 
society is split into estates or classes is absolutely foreign to him. 
“The wealth of the whole community is composed of the wealth 
of the several individuals belonging to it taken together ”’ (IIT, 33; 
so often). And in another connexion : 


“Opulence is relative wealth, relation being had to 
population. Quantity of wealth being given, the degree of 
opulence is therefore not directly but inversely as the popula- 
tion; %.¢., as the degree of populousness—as the number of 
those who are to share in it : the fewer the sharers, the larger 
each one’s share ”’ (III, 36). 


The riches of any individual is the quotient from the national 
wealth as dividend and the number of population as divisor—this 
is the conception which filled Jeremy Bentham’s mind. 

The society in which Jeremy Bentham lived did not by any 
means offer the picture of an atomistic whole of homogeneous 
parts, but it was so constituted that an egalitarian order could be 
conceived as its ideal type. It was the time in which the countries 
of Western Europe changed from the estate-constitution of 
feudalism to the class-order of capitalism : the one was already 
demolished, the other not yet built. The one was overcome, the 
other not yet in sight, and the hope that society would become 
a free union of equal individuals seemed not unfounded. 


“The ages of feudality,” said Bentham (I, 313), “are not 
long since passed by, in which the world was divided into two 


1 If Halévy says: ‘‘ From the principle of the natural identity of interests 
it may be concluded that economic inequalities are justified, and that the interests 
of rich and poor are identical ’’ (loc. cit., 209), he only shows that he completely 
failed in his interpretation of Bentham, whose social theory is untenable and 
inexplicable without the conception of social equality which forms its historical 
and ideal background. 
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classes—a few great proprietors who were every thing, and a 
multitude of slaves who were nothing. These lofty pyramids 
have disappeared or have been lowered, and their débris has 
been spread abroad: industrious men have formed new 
establishments, of which the infinite number proves the com- 
parative happiness of modern civilisation.” 


Hence it was an egalitarian society which appeared to the 
philosophy and economy of utilitarianism as the ideal. Bentham, 
who in his Manual of Political Economy laid down a consistent 
theory of economic liberty, left in his Principles of the Civil Code 
a consistent theory of economic equality. 

To understand the economic importance of the good equality, 
Bentham teaches, it is necessary to abstract in thought from the 
non-economic inequalities between men. 


“In speaking of the effect of a portion of wealth upon 
happiness, abstraction is always to be made of the particular 
sensibility of individuals, and of the exterior circumstances 
in which they may be placed. Differences of character are 
inscrutable; and such is the diversity of circumstances, 
that they are never the same for two individuals. Unless 
we begin by dropping these two considerations, it will be 
impossible to announce any general proposition” (The 
Theory of Legislation, ed. Ogden, 1931, 103; Works, I, 305). 


If the attention is thus concentrated on the economic aspect of 
social inequality, there results first of all one great truth: an 
equal sum is of unequal importance to different men. It is, 
ceteris paribus, of a higher importance to the poor and of a smaller 
importance to the rich, 


“The amount of it in pounds, shillings, and pence shows 
nothing. . . . Fifty pound is . . . a sum of less importance 
to a Duke of Marlborough or Bedford, than a single shilling 
(viz. than a thousandth part of £50) to many a man, in 
truth to probably the majority of men in the kingdom ” 
(II, 578). 


From this fundamental observation Bentham logically deduces 
five sentences which appear cogent once the truth of the basic 
thesis is admitted : 

*‘(1) Each portion of wealth has a corresponding portion 
of happiness. 

(2) Of two individuals with unequal fortunes, he who has 
the most wealth has the most happiness. 

1 The Principles of the Civil Code were first published in French by Etienne 
Dumont. Hildreth’s translation in Ogden’s edition is superior to that in Bowring’s 


Works, and has therefore been preferred in the text. For the convenience of the 
reader, however, the parallel passages of the Works have been mentioned as well. 
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(3) The excess in happiness of the richer will not be so 
great as the excess of his wealth. 

(4) For the same reasons, the greater the disproportion is 
between the two masses of wealth, the less is it probable that 
there exists a disproportion equally great between the corre- 
sponding masses of happiness. 

(5) The nearer the actual proportion approaches to equality, 
the greater will be the total mass of happiness ”’ (Ogden, 103 sq.; 
Bowring, loc. cit.). 


When a society has consciously adopted as its principle the 
greatest happiness of its members, or at least the greatest happi- 
ness of the greatest number, these further maxims follow quite 


logically : 


** Among participants of unequal fortunes, the more the 
distribution of new wealth tends to do away that inequality, 
the greater will be the total mass of happiness. 

Fortunes being unequal, the loss of happiness produced 
by a given loss of wealth will become less in proportion as 
the distribution of the loss shall tend towards the production 
of an exact equality” (Ogden, 105 sq.; Bowring, I, 305 sq.; 
cf. also ITI, 229). 


It is obvious what these “ maxims which to a certain point 
have the character and the certainty of mathematical proposi- 
tions ” may mean to political practice; it will suffice to mention 


the social importance of taxation, which, if modelled along 
Benthamite lines, would revolutionise the whole system of income, 

A state of perfect equality is thus a desirable end, exactly like 
a state of perfect liberty. But—and here lies the great decision 
between liberalism and socialism—the two ideals can and must 
come into conflict with each other. The principle of liberty gives 
all individuals the opportunity of rising above their fellow-men; 
the principle of equality takes from all individuals the possibility 
of establishing themselves above their fellow-men. Liberty 
(called security in the juridical terminology because it consists in 
the protection against disturbance) means achievement and 
progress, equality means standstill. Liberty and equality cannot 
therefore in complete consistency exist side by side: “ Equality 

. would require a distribution of property which would be 
incompatible with security ’ (Ogden, 98; Bowring, I, 303). 

In view of this fact, Bentham rejects a system of strict equality, 
in which the law removes all chances of ascent. 


“Such a system would ... be destructive both of 


security and wealth. . . . If, of two persons, the one is to 
take from the other a portion of the property he possesses 
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today, because he is the poorer; for the same reason, a third 
should take a portion of such property from both tomorrow, 
as being poorer than either; and so on, till all security in the 
possession of property—all hope of retaixiing it, were alto- 
gether abolished. As no man could, at this rate, be secure 
of enjoying any thing for two moments together, no man 
would give himself the trouble to improve anything by his 
labour: all men would live from hand to mouth ” (I, 358). 


And as an equality on the basis of equal private properties is 
economically unsound, so is an equality on the basis of common 


social property : 


“ There is no arrangement more contrary to the principle 
of utility, than community of goods, especially that kind of 
indeterminate community in which the whole belongs to 
every one. . . . Subject, on the one hand, to dilapidations 
of every kind, because it is not under the protection of 
personal interest ; on the other hand, it receives no improve- 
ment. Why should I undertake an expense of which the 
burthen will be certain, and will fall altogether on myself, 
whilst the advantage will be precarious, and necessarily 
divided?!” (I, 341). 


After these considerations it cannot be doubted how Bentham 
settles the conflict between liberty and equality : 


“The most important object is security. . . . We cannot 
arrive at the greatest good, except by the sacrifice of some 
subordinate good. . . . When security and equality are in 
conflict, it will not do to hesitate a moment. Equality must 
yield. . . . Equality ought not to be favoured except in the 
cases in which it does not interfere with security, in which 
it does not derange the order [of distribution] already 
established.” 


For what would happen if the principle of equality wore to be 
placed above the principle of security? The economic system, 
which is built on the free operation of individual initiative, would 
break down : 

“If all property were equally divided, at fixed periods, 
the sure and certain consequence would be, that presently 
there would be no property to divide. . . . No more security, 
no more industry, no more abundance. . . . If the lot of the 
industrious was not better than the lot of the idle, there 
would be no longer any motives for industry” (Ogden, 99, 
120; Bowring, 303, 311 sq.). 


And it is not only for material reasons that the chances of ascent 
offered by the principle of liberty should not be sacrificed to a 
system of restraint based upon the principle of equality. 
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“Tt is the pleasure of acquisition, not the satisfaction of 

£ possessing, which gives the greatest delights. The one is a 

Z, lively sentiment, pricked on by the desires, and by anterior 
privations, which rushes toward an unknown good; the 
other is a feeble sentiment, weakened by use, which is not 
animated by contrasts, and which borrows nothing from the 
imagination ” (Ogden, 105; Bowring, 305). 











But with the statement : Liberty takes precedence of Equality, 
little is gained. It would be wrong simply to sacrifice the lower 
ideal to the higher one; the problem is how to unite them. The 
aim is in fact 







ee “securing the nearest approximation to absolute equality 
2 in the distribution of the matter of abundance, and the other 
te modifications of the matter of property; that is to say, the 
‘: nearest approximation consistent with universal security ” 


(III, 211). 


If an “ equality-maximising principle ” cannot be upheld, at 

i least an “ inequality-minimising principle ’’ must be proclaimed 
oe (III, 213). And for this Bentham, with all the optimism of the 
eighteenth century, trusts above all in development : 









“Tt is worthy of remark that, in a nation prosperous in 
its agriculture, its manufactures, and its commerce, there is 
a continual progress towards equality. ... This is the 
a natural result of the opposite habits which are formed in 
P opulence and in poverty. The first, prodigal and vain, 
: wishes only to enjoy without labour; the second, accustomed 
to obscurity and privations, finds pleasures even in labour 
and economy ” (Ogden, 123; Bowring, 313). 











Yet Bentham feels that this argument is somewhat weak, and 
therefore advocates positive and negative measures for the 
diminution of the differences of wealth. 

As regards the positive measures—i.e., measures for the 
raising of the poor to the level of the rich—Bentham thinks 
mainly of the promotion of capital-formation by the encourage- 
ment of economic habits. The poor should starve himself into 
riches, and he can do it—that is Bentham’s conviction. The 
cr difference between the customary and the necessary expenditure 
aol —we should say between the cultural and the physical minimum 
of existence—should be saved. 












“‘ Speaking of what is possible, this proportion cannot be 
me set down at less than three-fourths of the earnings of a male 
af: of the lowest-paid class, reckoning from his arrival at the age 

of highest earnings (say twenty years).” 
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For 

“the average earnings of a male . . . can hardly be set down 
at less than Is. a-day . . . making, by the working year, 
£15/12s. In the county of Sutherland, in North Britain, 
£3/13/5, and no more is the customary personal expenditure 
of an unmarried man. . . . A fourth of £15/12s. is £3/18s.—so 
that what the Scotchman spends is not so much as one-fourth 
of what the Englishman earns. What the Scotchman does 
live upon by choice, the Englishman could live upon if he 
chose : for oatmeal and potatoes, the Scotchman’s only food 
in Sutherland, do not cost less there (it is supposed) than in 
England ” (VIII, 408). 


The puritan in Bentham comes to the surface here—but also the 
projector. If the poor should be encouraged to save, he holds, 
he must have at his disposal an appropriate organisation for this 
purpose. In view of the ideal of equality, such an organisation 
should be created, and Bentham suggests the foundation of a 
“ System of Frugality-Banks.” The detail of his plan, which has 
deeply influenced the rise and character of the Savings Banks, 
shows that he envisaged a sort of social insurance on the basis of 
individual savings. 

A second project with the same aims in view Bentham 
developed in his pamphlet A Plan for Saving all Trouble and 
Expense in the Transfer of Stock . . . by the Conversion of Stock 
into Note Annuities. He suggests that the Government should 
issue interest-bearing “‘ Annuity Notes” in pieces of small 
nominal value, the proceeds of which should be used for the 
redemption of the existing national debt, and thus enable the 
lower ranks of society to become creditors of the State. 


“The main principle of the proposed measure consists in 
the opening the market for government annuities . . . to a 
mass of money, which, by existing circumstances, is either 
excluded from the faculty of yielding interest to the owners 
altogether, or . . . they are obliged to accept, on inferior 
security, a rate of interest inferior . . . to that which... 
might be allowed by government. . . . Were the proposal 
expressed in these words—Make your exchequer bills for 
small sums—this . . . would express all the innovation of 
it” (III, 107, 147). 
The aim of the measure, however, was to make the workers petty 
capitalists: “Were the proposed annuity-note paper to be 
emitted . . . every poor man might . . . be a frugality bank ” 
(145). 
It is, however, obvious that the ideal of equality can hardly be 
promoted by measures of this kind. Raising the poor without 
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lowering the rich is but a dream. Does this mean that the 
principle of equality must be for ever sacrificed to the principle of 
security ? Certainly not. 


“Time is the mediator between these contrary interests. 
Do you wish to follow the counsels of equality without 
contravening those of security—await the natural epoch 
which puts an end to hopes and fears, the epoch of death. 
When property by the death of the proprietor ceases to have 
an owner, the law can interfere in its distribution, either by 
limiting in certain respects the testamentary power, in order 
to prevent too great an accumulation of wealth in the hands 
of an individual; or by regulating the succession in favour of 
equality in cases where the deceased has left no consort, nor 
relation in the direct line, and has made no will. The 
question then relates to new acquirers who have formed no 
expectations; and equality may do what is best for all with- 
out disappointing any ” (Ogden, 122; Bowring, 312). 

With respect to this equalisation of fortunes, Bentham formu- 
lated a bill, the realisation of which would, according to his view, 
prevent the piling up of great masses of capital in one hand. The 
desired end, he thought, could be secured by the following rules : 


“ Art. I. No distinction between the sexes. The portion 
of the one shall be always equal to that of the other. II. 
After the husband’s death, the widow shall retain half the 
common property. III. The other half shall be distributed 
among the children in equal proportions. V. If there are 
no descendants, the property shall go in common to the 
father and mother. VIII. If both father and mother are 
dead, the property shall be divided among their descendants. 
X. In defect of relations in these degrees, the property shall 
go into the public treasury. XII. To effect a division among 
the heirs, the property shall be sold at auction. XV. The 
succession which falls to the treasury, for want of natural 
heirs, shall also be sold at auction” (Ogden, 178 sq.; 
Bowring, 334 sq.). 

This law—characteristic in its clearness of Bentham, who 
envisaged a code which (“as among the Hebrews ”’”) should also 
be “a part of worship and a manual of education ” (Ogden, 157; 
Bowring 326)—may appear to the twentieth century, the century 
of the Morgans and Rockefellers, as insufficient to bring about an 
equalisation of fortunes. But it must be considered against the 
background of its own time. It is certain that it would have cut 
deeply into the then existing conditions. 

“In landed property,” said Blackstone, the great lawyer 


of that time (cit. II, 597), “ in general only the eldest son, in 
some places only the youngest, in others all the sons together, 
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have a right to succeed to the inheritance: in real estates 
males are preferred to females, and the eldest male will 
usually exclude the rest.” 


By an egalitarian order of succession the big feudal properties 
would have thus been cut up. The big capitalistic fortunes, 
however, belonged then still to the future. The process which 
Marx has described as the “concentration of capitals ” (Das 
Kapital, I, 1867, 613) had hardly begun in 1800: the problem was 
to prevent it. The ideal of the eighteenth century—equality on 
the basis of individual private property—was not yet dead; the 
ideal of the nineteenth century—equality on the basis of con- 
centrated common property—was not yet born. It still seemed 
unnecessary to resort to expropriation in order to abolish 
inequality: it might still have seemed possible to hold the 
fugitive good of equality. 

Thus Jeremy Bentham stands half-way between capitalism 
and communism. His aim was the combination of the justice of 
communism with the efficiency of capitalism: the union of 
equality in the chances of life with liberty in the pursuits of life. 
He envisaged a social order in which everyone at his entrance 
into the struggle for existence should be endowed with equal 
economic means—a social order in which everyone at the end of 
his journey through life should be in possession of the wealth 
which his labour had created. Liberty and equality, individual 
and society, would thus be reconciled. A loftier ideal has never 


been conceived. 


Cambridge. 


W. Srark 





THE GROWTH OF THE NEW EMPIRE, 1783-1870! 


“Tr tells me nothing that does not either vex or weary me, 
The quarrels of popes and kings, with wars or pestilences in every 
page; the men all so good for nothing and hardly any women at 
all—it is very tiresome.” Such was the verdict pronounced on 
history by the young lady who preferred the Mysteries of Udolpho 
to the productions of Mr. Hume or Mr. Robertson. But if 
Catherine Morland had been in Bath at the time when The 
Virginians, A Tale of the Last Century, was appearing in monthly 
parts, she would, I fancy, have hurried to the library for each 
next number and found herself, maybe, before the end “ thinking 
it odd that it should be so exciting, seeing that a great deal of it is 
merely history ”—and economic history at that. For Madam 
Esmond dismisses the colonel’s factor, grows tobacco and appoints 
a new overseer: the obsequious Mr. Trail, having lately engaged 
in the Guinea trade, offers to “supply her ladyship with any 
number of healthy young negroes before next fall”: Mr. Van 
den Bosch declares that “ the rate at which ships is underwrote 
this war-time is so scandalous that I often prefer to venture than 
to insure.” And when George in narrating his escape from 
captivity comes to the breathless passage: “It was the fatal 
field where Braddock had fallen. . . . Now, the leaves were 
beginning to be tinted with the magnificent hues of our autumn,” 
and for information’s sake adds “‘ At this time of year, the hunters 
who live in the mountains get their sugar from the maples,” not 
even Jane would have been so wicked as to put into Mr. Tilney’s 
mouth the correction of the season—“ I must observe that the 
sap rises in the spring.” Now, The Virginians and Volume I of 
the Cambridge History of the British Empire are complementary 
books; for the theme of both is the Old Empire and its loss. 
But Volume II is the story of the New Empire to 1870; and as 
we find ourselves now in Europe, now in Asia, now in Africa, now 
in America, sometimes on all the continents in a single chapter 
and sometimes merely on the sea, we must wonder if Thackeray, 
even with the support of Ballantyne, Henry Kingsley, Rider 

1 The Cambridge History of the British Empire. General Editors: J. HOLLAND 
Rosr, A. P. Newton and E. A. Bentans. Vol. II. The Growth of the New 


Empire, 1783-1870. (Cambridge: University Press. 1940. With bibliography 
and index. Pp. xii + 1068. 50s.) 
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Haggard and Rudyard Kipling, could have written the com- 
ion tale. So wide is the canvas, so diverse the detail, so 
improbable much of the thing itself. But perhaps for just these 
reasons it is unbeatable and unlosable. Diminished here, it 
increases there. Hurt at the heart, it draws life from the limbs— 
in fine, it is a highly unreasonable institution which rightly 
excites dictatorial rage. On the Mosquito Coast of Honduras 
there is a group of islands inhabited by the descendants 
of British buccaneers, which once was a full-fledged colony. 
Queen Victoria discarded it in 1859 without much avail; for it 
remains jingo and defies its nominal rulers, mourning only the 
repeal of Prohibition in the U.S.A. The “tiresome facts” 
about this colony you may read in Ch. XIV, Part I; but there is 
an account of a recent journey to those parts (Mosquito Coast, 
by Peter Keenagh, 1937) which leaves Mrs. Radcliffe standing. 
Your reviewer having contributed a chapter to Volume Two 
it must be the purpose here less to applaud the work of colleagues 
than to consider what ground the volume covers, how it is woven 
together and what gaps, if any, remain, when studied in relation 
to the later volumes which were published first. But one 
exception to this will be allowed. Historians throughout the 
Empire—the Old and the New—will desire to congratulate the 
Senior Editor, Dr. J. Holland Rose, in that when already turned 
of four-score years and five he has not only brought the History 
to within sight of completion, but himself contributed two out- 
standing chapters, which determine the form and standard of the 
volume and by implication carry over to the volume that will 
complete the series. His chapters “The Conflict with Revolu- 
tionary France (1793-1802) ”’ and ‘‘ The Struggle with Napoleon 
(1803-1815) ”, where he writes with unique authority, are pivoted 
on the Mediterranean, though not so rigidly that we neglect the 
West Indies, as we follow the fleets to and fro and watch them 
break Napoleon’s blockade now in the Baltic and now in the 
Mediterranean. ‘“‘Nelson’s crowning victory was fought, not to 
save England from invasion, but to assure her position in the 
Mediterranean ”’ (p. 101). The invasion of Ireland and the 
counter-invasion of Brittany, the delicacies of American neutral- 
ity, the imponderable purpose of Russia, the Walcheren fiasco, 
the temporary occupation of Corsica, the valuable and permanent 
acquisitions of Ceylon, Trinidad, British Guiana and the Cape— 
all these events, interesting in themselves, derive new interest 
from their counterparts of to-day—from Narvik to Libya and 
from the West Indies to Nauru. In a formal view of empire 
No. 201.—vOL. LI. G 
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the West lost in importance to the East, when in 1815 peace 
succeeded to war. But the West Indies were worth their cost in 
men and money not only for the produce which they sent to us 
and for which Continental mouths watered, but because of what 
lay behind them and adjacent to them, the undeveloped main. 
lands of the revolting colonies of Portugal and Spain. Mr, 
Reddaway, Ch. VII, and Dr. Newton, Ch. XIV, take up this 
strand of the story, which is of equal interest to the political and 
economic historian. If we add to these A. K. Manchester's 
British Pre-eminence in Brazil (1933) and the recently published 
volume in the Camden Series, R. A. Humphrey’s edition of the 
British Consular Reports on the Trade and Politics of Latin America, 
1824-6, we shall incline to doubt whether the West did lose in 
imperial significance as the century wore on. From West and 
East came cotton, wheat and sugar, indigo, jute and tea; and in 
counter-payment the textiles of Lancashire lapped like a wave 
across the world, to America—North and South—to India and 
Java: to Old Empire, Informal Empire, New Empire, Momen- 
tary Empire. In this ubiquity empire lost its meaning and 
masqueraded as a peacemaker in a world of free trade. 

Ch. IV, “The New Imperial System (1783—1815)”’, by Professor 
V. Harlow, is a meal of four courses : Ireland (with Canada as a 
side dish); India; the West Indies; Malta and the Ionian Islands. 
The emphasis on Ireland comes appropriately from the former 
Keeper of Rhodes House Library, and in one reader at least 
evokes the memory of those years after the South African war 
when round tables of ardent youth studied in draft the Irish 
chapter of Mr. Lionel Curtis’s Project of a Commonwealth. Pitt’s 
negotiations with Ireland exhibit the drastic compulsions of the 
new empire in its first phase in the matters of foreign policy and 
contribution to imperial defence, and suggest that the political 
reservations would have wrecked the proposals of 1785 even if 
the commercial clauses had been agreed. And perhaps this 
lesson had been subconsciously learnt by Durham’s day. For 
it was not Durham’s reservations, but Elgin’s quiet abandonment 
of them which in Canada paved the way for responsible govern- 
ment and confederation. The effort of the Home Government to 
foist a House of Lords on the colonies as a check to their raw 
democracy was as fondly doctrinaire as Gibbon Wakefield’s plan 
to introduce by a formula a feudal balance between land, labour 
and capital. The constitutional issues in India are presented 
with a compact clarity, which every history master who finds 
himself compelled to take his bewildered class through the India 
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Bills of Fox and Pitt will find of unusual value. The grouping 
of Ceylon with the West Indies, while it may suit the consti- 
tutional historian, displeases the economist; for Ceylon, Burma, 
Malaya, Sarawak, Hong Kong can none of them be understood 
except in relation to the mainland of India. The Malta section 
is thrillingly topical. How should a naval base be governed ? 
How was it governed? We shall all now want to read the Malta 
Commission of 1812. The Protectorate of the Ionian Islands 
(and once more in 1941 we know where and what they are) was a 
mandate, and the record of the mandatory power 1817-64 
(Professor Walker in Ch. XV narrates the handover to Greece) 
was of good omen for the mandates of the future. If Professor 
Harlow is to write for the ensuing volume, will he not give us a 
study of the colonial governor, as a type of British imperialism ? 
Noblemen, gentlemen, generals, admirals, politicians, civil ser- 
vants, they move from quarter to quarter of the Empire. The 
call upon their powers of adjustment was enormous. Was it well 
done or ill done? More frequently well done than one could 
reasonably expect, was the impression I derived from a recent 
biography of General Sir Thomas Maitland, in turn Governor of 
Ceylon and Malta and Lord High Commissioner of the Ionian 
Islands. 

On this foundation of new empire, naval, commercial, and yet 
possessing large colonies of settlement, with the Mediterranean 
as its real base (for there is this much truth in Mussolini’s griev- 
ance), the sectional story rests; and we must return to England, 
the Barbary pirates suppressed, for the connecting link of the 
slave trade and its abolition. Professor Coupland, the biographer 
of Wilberforce, of course, was called upon for this in Ch. V; and 
of equal course the late Dr. W. L. Mathieson supplied “‘ The 
Aftermath of Emancipation ” (Ch. IX). In England, just before 
Chief Justice Mansfield’s ruling on the negro Somerset, June 22, 
1772, there were over 10,000 slaves on English soil; and so in 
fact, as well as in spirit, abolition spread from England out- 
wards, disappearing only in the Old Empire after a terrible civil 
war. Slavery was not abolished in India till 1843, in Ceylon till 
1845, and though, as Mr. Guillebaud reminds us of the latter 
country, “ having been mainly domestic in character, it was mild 
and comparatively free from abuses” (p. 520), it was slavery 
nevertheless; and Continental countries may be pardoned for 
wondering where in the ideology of England slavery ended and 
subjection began. 

The Slave Trade takes us to Africa, and some will find it more 
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illuminating to read Ch. XVII (“ The Exploration of Africa,” by 
Mr. E. Heawood, Librarian Emeritus to the Royal Geographical 
Society) by the side of Chapter V. And it is well to come to it 
with Dr. Rose’s naval chapters in our mind; for it was only by 
the supremacy of the British navy that the African slave trade 
was suppressed. But slavery apart, the exploration of the Dark 
Continent was a momentous accomplishment showing individual 
organisation at its best; and what a record Scotland has! James 
Bruce, Mungo Park, Gordon Laing, David Livingstone, Joseph 
Thomson, Hugh Clapperton and his servant Richard Lander—not 
to mention the administrators and merchants, George MacLean, 
Macgregor Laird, Sir John Kirk, Sir William Mackinnon. 
Colbert’s Bastion of Africa, like a more notorious bastion of 
fascism, was one approach to the penetration of Africa. The 
British navy and the iron boats of Laird upon the Niger were 
a second; and the explorers of all countries, on foot and camel- 
back, were a third. 

“ Nations,” said Arthur Young, “figure by comparisons ”; 
and although in this volume we only hear of the French Empire 
in so far as it came into competition with the British, it is clearly 
something quite distinct, alike in concept and content. This 
thought is elicited by Mr. W. F. Reddaway’s chapters (I salute 
my old tutor!), “ Anglo-French Colonial Rivalry (1815-48) ”, 
“ Great Britain and France (1848—70)”’. As I write, the air-raid 
warning has sounded; and it makes me wonder whether our 
diplomatic historians bring themselves to notice these trifles. 
For they spend their time moving from one imminent explosion 
to another; and if the Europe of 1933-9 is rightly described as 
living in a condition of Near War, is it so very different from the 
Near Peace in which Europe lived between the death of Castle- 
reagh and August 1914? The ceremony and self-congratulation 
with which diplomacy disposes of its incendiaries have always 
intrigued my non-political mind. 

Enter the Anzacs. How incredibly lucky we were here! 
How hard we strove to neglect or stain our opportunity! We 
- occupied New Zealand to save it from France: we perpetrated 
on the empty body of Australia a crime greater than the African 
Slave Trade. I write immoderately, notwithstanding the studied 
restraint of Ch. XII, Part 1, “‘ Transportation,” by the late Ernest 
Scott, sometime Professor of History in the University of Mel- 
bourne. I blush for the England which so unctuously crushed 
the Agricultural Labourers’ Revolt of 1830. I despise, as I do no 
other statesman, the Lord Melbourne who transported the 
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Dorchester Labourers of 1834, and I follow them with joy and 
gratitude to the Ontario where some of them found a home in 
1844. Professor Scott, to be sure, is able to tell us that there 
were instances of convicts being followed to New South Wales by 
their wives, who thereupon obtained their own husbands as their 
assigned servants, and cases in which the wives of convicts 
committed offences in England in order to find a way of joining 
-their husbands. And similarly a recent history of Welsh Chart- 
ism (John Frost, by David Williams, 1939) records how one of the 
deported Chartists, Zephaniah Williams, opened up the coal 
mines of Tasmania, and died in 1874 a successful industrialist. 
Thus British men and women fought back at Britain, but the 
crime of Van Diemen’s land is not thereby effaced. In the 
scathing words of Adderley, “‘ We founded colonies for the sake of 
our convicts, and now we pretend to transport convicts for the 
sake of our colonies.” But Adderley, “the kindest of dear 
William’s enemies ”’ [sc. W. E. G.], frustrated dear William, and 
it is my ambition one day to walk down Adderley Street in 
Cape Town, which commemorates the triumph of right over 
intended wrong in 1849. If we palliate Transportation or the 
Opium War of 1839-42, we proclaim ourselves the humbugs 
which some have taken us to be. Is it presumptuous to suggest 
that in this volume the inclination alike of editors and authors is 
too consistently kind to our imperial purposes? For if we did 
some things very well, we did others not less ill. 

The separate volumes for the Dominions having already 
appeared, it was not easy for the historians of colonial policy and 
colonial self-government to say much that is definitely new. 
But the composite pictures they present, with London as their 
focus, have their distinct value; and Dr. P. Knaplund in par- 
ticular makes a clever use of his opportunity. Emigration, 
missionary influence, colonial bishoprics, the merits (or demerits) 
of Mr. Over-Secretary Stephen, as well as matter on trade policy 
and the navigation laws, perhaps too isolated to yield its full 
meaning, are treated with selective skill; while the comple- 
mentary chapters, ‘‘ Colonial Self-Government ”’ and “ Inter- 
national Colonial Rivalry,’ by Mr. J. R. M. Butler and Dr. A. P. 
Newton respectively, are equally pleasant to read. Dr. Newton 
takes me to those out-of-the-way spots in which I delight—to the 
Falkland Islands, Honduras and the Mosquito Colony aforesaid. 
Would that Robert Louis Stevenson were alive to do the same for 
the South Seas! But having read Dr. Newton once, I looked 
out for his second appearance—this time in “ Tropical Africa 
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(1783-1870) ”. And happening to have by me Sir Alan Pim’s Beit 
Lectures for 1940 (The Financial and Economic History of the 
African Tropical Territories), I read the two together in one 
exciting spell. This done, I returned to earth for another dose of 
the old, old medicine—Wilmot Horton and pauper shovellings, 
Gibbon Wakefield and the Sufficient Price. - But it was good, no 
doubt, for my imperial conceit ; and Professor J. L. Morrison, who 


tells the story in Ch. XII, Part 2, “‘ Emigration and Land Policy: 


(1815-1873) ”’, by saying of the Passengers Acts “no system of 
laws is any stronger than the machinery provided for its enforce- 
ment ”’ (p. 457) supplies an obvious Tripos quotation. 

I come now to the economic historians, to whom the allot- 
ment of space has been generous. Ch. I, The Master of St. 
John’s; Ch. VI, Dr. Clapham; Ch. XI, your reviewer; Chs, 
XITI and XX, Mr. C. W. Guillebaud; Ch. XXI, Mr. H. J. Hab- 
bakuk—all of Cambridge. I have enjoyed what they have 
written, and yet I feel that in one country, where they were 
concerned with it, they and I have missed the mark. I refer to 
Canada, the Canada of the St. Lawrence all the way from the 
callous peace of 1783 to the grim finale of 1849, when Montreal 
was red with revolt and fire. Nor, for readers to come, will the 
gap be supplied by the Canada volume, which was published 
more than ten years ago. For the definitive work of the Canadian 
economic historians, and notably in this connection Mr. D. G. 
Creighton’s Commercial Empire of the St. Lawrence, 1760-1850 
(Toronto, 1937), had not yet appeared ; indeed, the latter came to 
hand only after our chapters for the present volume had been 
written. Professor Harlow is close to it in a lonely allusion on 
page 156: “‘ The cry of Adam Lymburner and the merchants of 
Montreal and Quebec was being repeated.” Lymburner was 
the Canadian merchants’ agent in London in 1788, and we 
should have it constantly in mind; for it was the cry of the St. 
Lawrence, boulevard of waters, seeking to fulfil the purpose of its 
being, and if we are deaf to it, our emphasis at every turn will be 
wrong. 

Thus, it is stated in Chapter I that with the arrival of the 
United Empire Loyalists and emigrants from England “an 
unexpected destiny was appearing before her [Canada]—to unite 
in one nation the two peoples for whose conflicts she had long 
provided the arena” (p. 9). Rather we should be reminded that 
hard on the heels of Wolfe the protestant merchants of Scotland, 
England and the Thirteen Colonies took over the heritage of New 
France, diverging from French lines only in the attempt to repair 
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their failures and bound by ineluctable ties to them and their 
purposes and their traditional allies, the Indians. Before ever 
the first tree was felled in Ontario, these merchant adventurers, 
primarily fur traders and incidentally to that explorers, had 
raised Montreal to metropolitan status. McTavish, McGill, 
Joseph Frobisher all married French-Canadian wives; and the 
clashes of 1760-83, as of 1783-1821, when the era of the Fur 
Trade yielded to the Era of the Staples, were as much English 
with English as English with French—the clash of merchant 
traders with military governors and feudal noblesse, of conti- 
nental rangers with frontier farmers and self-sufficient habitants. 
It is only by leaving Hamlet out of Hamlet that the Act of 1791 
dividing Canada into two provinces can be spoken of as “ an act 
of consistency, convenience and justice” (p. 22). To the mer- 
chants it was a disaster. Lymburner in London argued in vain 
that Upper and Lower Canada were economically one, that the 
country was incapable of supporting two governments, and that 
since the only ocean ports were in Lower Canada, the two pro- 
vinces would be involved in endless disputes over finance and 
fiscal policy ; yet all these things were proved so between 1791 and 
the arrival of Lord Durham’s Mission. Dividing the baby is 
rarely more than bluff. It worked in Solomon’s case, and it 
failed miserably in Canada, Ireland, Palestine. 

Ch. IV (though only incidentally) continues the mis-reading. 
“The new Canada was a disappointment; it had not become the 
granary of the West Indies, as had been hoped, and political 
frictions in Lower Canada were unpleasantly reminiscent of the 
Thirteen Colonies ” (p. 163). Prof. Harlow may reply that he 
gives only the situation as English statesmen saw it in the 1790's; 
but in any case the reply must be, “ If you mutilate the reservoir 
from which and the spout down which the grain might come 
(and the peace of 1783 with Jay’s Treaty of 1794 and the Parti- 
tion Act of 1791 came near to this), is the disappointment 
reasonable? And as for frictions, what could be more unlike 
the insurgent challenge of New England merchants than the 
injured quietism of the patriotes ? ”’ 

Dr. Clapham in Ch. VI reviews the colonies one by one as 
sources of supply for English industrialism, and says of Hus- 
kisson’s concession to Canadian wheat in 1825, “ Probably 
Huskisson made too much of Canada’s dependence on this branch 
of her trade and of England’s obligation in connection with it. 
Canada had a timber trade as well as a corn trade; and the British 
consumer was making a real sacrifice in order to maintain the 
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former trade in that state of prosperity into which war policy had 
called it ” (p. 234). No one thought more about the timber trade 
than the member for Liverpool; for was he not in this same year 
to refuse the request of his liberal friends for a further reduction 
of the preference? But corn was important precisely to those 
whose timber had been cleared, and the equation of interests 
demanded consideration for both. Moreover, the provinces to 
which the timber preference meant most were not the Canadas, 
but the Maritimes, where very little corn was grown and where 
Glasgow and Liverpool houses had extensive timber lands and 
yards. Huskisson’s withers are unwrung. 

But the central gap, let me freely confess, is in my own chapter, 
“The Movement towards Free Trade (1820-53)”’. It was first 
offered to me under the title “The Decline of Mercantilism 
(1815-53) ’’, and I asked for it to be changed, because mercantilism, 
as I interpret it, was dead as mutton in England in 1815. But 
not in Canada, where it was dynamic and renaissant, and, like 
the original mercantilism of Mun, a subtle blend of privilege and 
free trade—of privilege on the Atlantic and across it (the West 
Indian carrying trade and the British preference), and of free 
trade by land and lake between Canada and the United States. 
Till I read Mr. Creighton I was unaware, or at any rate had not 
clearly grasped, that neither navigation laws nor tariffs restricted 
the latter during most of the period from 1788 to 1822, and that 
Huskisson by his revisions, while enlarging the commercial 
liberties of Canada vis-a-vis the world at large, was submitting 
the inland trade to new and comprehensive regulation. When 
this is realised, the sequence from 1815 to 1843 is clear. The 
merchants were seeking to replace the fur trade of the Mississippi 
by the grain trade of the St. Lawrence basin, south of the border, 
as well as north, and to have this grain or at least the flour made 
from it enter England as a Canadian product. The attempt was 
promising. In 1831, 81,000 barrels of flour were exported from 
Quebec, of which 42,000 came from the United States by inland 
navigation. The Erie Canal of 1825 threatened to drain the 
most of it away, but Canada fought back with the Welland Canal 
of 1833; and when the commercial crisis of 1837 had been 
survived, the St. Lawrence enjoyed a last renaissance. In 1840 
2 million bushels of American wheat were imported into Canada, 
and Canadian exports for that year are given as 356,000 barrels 
of flour and 562,000 bushels of wheat. It was at the merchants’ 
suggestion that American wheat was taxed by Canada in order 
that Canadian-grown wheat and flour milled in Canada, of 
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whatever origin, might qualify for entry into Great Britain at 
the nominal duty under Lord Stanley’s Act of 1843; and it was a 
fair guid pro quo. But on these expectations fell a sudden series 
of blows. America by legislation of 1845-6 freed the inward and 
outward trade of Canada via New York from transit duties. 
England repealed the Corn Laws and sent to the St. Lawrence as 
token of her imperial regard famine-stricken emigrants who 
brought disease and death in their train. Under these shocks 
the good sense of Montreal cracked, and in the exasperation of 
ineffectual loyalty there was talk for a moment of annexation 
to the States. Such was the sequence, but unhappily for 
authorship a missed opportunity cannot be recovered in a 
review. 

Ch. XXI, “Free Trade and Commercial Expansion (1853- 
70)”, while correct enough within its period, slips in its reference 
to the genesis of Canadian banking. ‘“‘ Even in this period small 
amounts of United States capital were being invested in Canadian 
undertakings; a large amount of the capital of the Bank of 
Montreal, founded in 1822, was American ” (p. 785). The Bank 
of Montreal was founded in 1817. 1822 was the charter year of 
this bank, of the Quebec Bank and of the Bank of Canada. The 
last of these was founded in 1818 by a group of mainly American 
citizens and taken over in a bankrupt condition by the Bank of 
Montreal in the Middle ’20’s. The Bank of Montreal was Canadian 
through and through, or, if you will, Canadian-Scottish. Its 
London correspondent was the Bank of Scotland, and the branch 
banking of Canada, which differs toto celo from the separate 
banking of the States, was learnt from Scotland and acclimatised 
itself easily to the secular unity of the Canadian economy. We 
shall be hearing, at this rate, that the C.P.R. in its day was 
partly English and partly American. Alas, poor Montreal ! 
But enough of Canada. Dr. Clapham’s and Mr. Habbakuk’s 
main concern is with other things. Dr. Clapham’s chapter is a 
commodity study with telling detail on flax and hemp, cotton, 
coffee and wool. Mr. Habbakuk finds his synthesis in the 
capital market and communications. (But 1866, not 1867, saw 
the laying of the Atlantic cable, did it not?) And he states in 
attractive fashion the price problem connected with the drain of 
bullion to the East after the Californian gold discoveries. The 
chapter is a valuable contribution to the history of foreign in- 
vestment.- My knowledge of West Indian history is too slight 
to do justice to Mr. Guillebaud. It must suffice to say that it is 
primarily a study in the economics of sugar; and his emphasis 
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on the importation of coolie labour from India from the late ’40’s 
onwards shows the new pull of the East, which is one of the 
undercurrents of the whole volume. Students of Marshall’s 
Principles will thank his nephew for the reference on page 724 n. to 
the point about gross produce and métayage in pp. 643-5 of the 
Principles. Similarly, in adverting to the effect of emancipation 
on West Indian labour I took the liberty (p. 396) to critcise the 
substance of the well-known sentence in the Principles (8th ed., 
p- 528): ‘‘ Experience seems to show that the more ignorant 
and phlegmatic of races and individuals, especially if they live in 
a southern clime, will stay at their work a shorter time, and will 
exert themselves less while at it, if the rate of pay rises so as to 
give them their accustomed enjoyments in return for less work 
than before.” Am I right in thinking that Marshall wrote with 
emancipation in part in mind? There remains “‘ The Routes to 
the East ”’ (Professor E. A. Walker) and “ The Straits Settle- 
ments’ (Professor H. H. Dodwell). Professor Walker, fresh 
from his duties on the South Africa volume, is naturally the man 
to take us there, adding to his own knowledge of the Cape the 
standard narrative of H. L. Hoskins and drawing on Professor 
Coupland’s East Africa for the junction between the two. For 
myself, I rejoice that I kept my copy of The Times P. and 0. 
Centenary Number of September 7, 1937. The Straits Settle- 
ment is the epic of Francis Light and Stamford Raffles. There, 
if anywhere, we have made a success of it; and yet I recently read 
a work by a Professor of Government from across the water who 
could find no kinder thing to say of us than that it was about time 
we baled out. But the consideration of this can be deferred till 
the conclusion of the present emergency. The broad opening 
provided by the Master of St. John’s and Dr. Rose has for 
complement an equally broad close: a chapter on “ Internal 
Defence ” by Mr. W. C. B. Tunstall, and another on “ Inter- 
national Law” by the late Professor A. Pearce Higgins. If 
there is any higher teaching of present soldiers or prospective _ 
peace-makers in operation to-day, they will scrutinise these 
chapters closely. For in scholarship, judgment and relevance to 
their theme, the two present an amusing contrast to the jejune 
attempt to cover the same field in Volume V of a so-called History 
of European Civilisation issued from the Oxford University Press 
in 1937. 

It must be supposed that the war will damage the book trade, 
but it is, I suggest, only a war such as this which could have 
lifted the blinkers which otherwise would have hindered us from 
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comprehending the conspectus of empire presented in these 
1068 pages; and to aid the examination of particulars the index 
is beyond reproach. The fact that no less than three of the 
contributors have passed away reminds us that the volume has 
been in preparation for some years. 


Cambridge. 


C. R. Fay 





REVIEWS 


I. Economic History 


The Twenty Years’ Crisis, 1919-1939. By E.H.Carr. (London: 
Macmillan. 1939. Pp. xv + 313. 10s. 6d.) 


Tue foundations of conventional and academic political think- 
ing are, and should be, along with much else, in the melting-pot. 
For, as Professor Carr reminds us, political thought is itself a 
form of political action; and, as we have reason to remind our- 
selves, so many of the categories and modes of that tradition of 
thought we were brought up in have ceased to mean anything 
much, a stock-in-trade for which the contemporary world has no 
use. Professor Carr’s book is a most manful and suggestive 
attempt to think out anew the nature of politics, particularly on 
the international side, in terms that do correspond to the forces 
at work—in the way the old did not—and which do mean some- 
thing. In consequence, he has made the most original contribu- 
tion to political theory in this country since Graham Wallas’ 
Human Nature in Politics. His book has been out some time 
now : all the better opportunity to see how his views and theories 
stand the test of circumstances. 

Professor Carr is a realist, not, as some would think, a cynic 
about politics. He places himself under the wing of Bacon, whom 
he cites: ‘On account of the pernicious and inveterate habit of 
dwelling on abstractions, it is safer to begin and raise the sciences 
from those foundations which have relation to practice.” He 
sees, as against the idealists and liberals who have played such a 
part in forming the somewhat foggy climate of English opinion, 
that politics is always and inescapably about power. That is its 
subject-matter. So that the phrase so beloved by sentimentalists 
of the Left, “‘ power-politics,” is exceedingly silly—as if politics 
could ever be any other! On the other hand, he sees, as against 
the cynics (Goebbels, Mussolini, etc.), that politics is not merely 
about power, but that morals enter in; he describes their relations 
in that field as an uneasy equilibrium. 

About the correctness of Professor Carr’s main line of approach 
there can be, to my mind, no doubt. The question is whether he 
goes far enough, whether he has reduced his views to consistency, 
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whether he has worked out their full implications, or left important 
gaps. Let us get out of the way the obvious, and really accidental, 
weakness of his position in practical politics: his attachment to 
Chamberlainism. Again and again he seizes the opportunity to 
trounce the opponents of Mr. Chamberlain’s policy as utopians, 
and to laud Mr. Chamberlain as a realist. All that reads pretty 
fatuously now: Professor Carr should take the opportunity to 
omit these passages from future editions: they only serve to 
prejudice the reader against the general thesis, to which they 
are irrelevant. (A professor should also be able to spell Mr. 
Attlee’s name correctly: perhaps the consistent mis-spelling 
reveals some unconscious bias ?) 

But these considerations are unimportant compared with the 
fact that he appreciates fully the social roots of the utopian and 
realist modes of thought, the social conditioning of all political 
thinking. In the light of this the problem becomes how far there 
is any objectivity, any disinterestedness in political thinking at all. 
Is not this what Pareto is concerned with? Though he may not 
have read Pareto, he has been greatly influenced by Marxist 
thought—himself not a Marxist—and this has led to some of the 
best sections in the book, such as the chapter on the “ Harmony 
of Interests.”” He shows how the doctrine acquired a new force 
in the nineteenth century and “ became the ideology of a dominant 
group concerned to maintain its predominance by asserting the 
identity of its interests with those of the community as a whole ”’ ; 
and that its success and strength were due to the “ unparalleled 
expansion of production, population and prosperity” in that 
period. So much for laissez-faire as a doctrine for all times and 
circumstances; in fact it suited the particular circumstances of 
this country at that time very well. Then he sees, too, the dis- 
advantages attaching to both studies in a rigorous separation of 
economics from politics; useful for some purposes, it is frustrating 
in other respects, and he favours a general return to the older con- 
ception of “ political economy ” as sounder and more fruitful. 

All this and more besides is excellent. But at the same time 
there are extraordinary gaps both in the development of his theory, 
and in his perceptions in the realm of practical politics. What his 
theoretical system needs is the application at every stage of the 
concept of goneral interest, whether within a group, the nation- 
state or the international community, as a criterion by which to 
test the activities of subordinate groups and discover how far, if 
at all, their operations are in accordance with it. Then, too, for 
one who understands so well the strong points of Marxism in- 
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tellectually and has undergone its influence with advantage, it ig 
curious to find him appreciating so little the importance of the 
class-factor in international politics. He is quite right, as against 
orthodox Marxists, who have been shockingly obtuse in the matter, 
to emphasise the national factor, the struggle between nations, 
But what has given the whole confused character to international 
politics in the past ten years, what accounts for the paralysis of 
British and French policy inter alia, is the interaction between 
these two factors, the class-struggle crossing the conflicts between 
nations on the international plane. 

In consequence the book displays a complete misunderstanding 
of the Nazis and their régime. The professor has his own form of 
utopianism : he thinks that the satisfied Powers should have made 
concessions to the dissatisfied. That is probably true enough asa 
general principle; but for its practical working out it depends 
entirely to whom the concessions are made and to what effect. 
The whole evidence over the past decade goes to show that no 
amount of concession would have “ satisfied ” the Nazis, and the 
whole policy of concessionism was a profound psychological mis- 
take which led straight to the war it was designed to avoid. 
That should open Professor Carr’s eyes to the underlying considera- 
tion omitted from his system, namely, that there are some régimes 
to which concessions can be made, and with which co-operation is 
possible, others not. It entirely depends on the nature of the 
political and economic system internally, whether it is possible to 
co-operate with it externally. Anybody with eyes to see could 
have told at any time in the past ten years that it was impossible 
to co-operate with the Nazi régime: its whole dynamic was 
European and world conquest. 

The real problem of international politics becomes, then: on 
what basis, what kind of economic and social system internally, 
is international order possible? Democracies, even capitalist 
democracies, are more peaceable and co-operative than Fascism; 
they do not reject international order by their very nature. But 
we need to explore further to discover the social system in which 
it is possible to root international order, of which, indeed, an 
international federation is the outward expression of its inner 
character. It is not merely a question of common feeling, as 
Professor Carr seems to think ; one needs to go further on the basis 
of his own theoretical approach, to find a common power-basis, 
similar political systems resting upon the interests of the great 
mass of people organised and regulated economically to that end, 
instead of the attempt, hopeless in its very nature, to found 
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international order in the conflicting interests of ruling classes, 
capitalists, nation-states, etc. 

Of all this Professor Carr’s last chapter, on ‘‘ The Prospects of 
a New International Order,” seems to be unaware: the bedrock 
foundation is missing; and I am afraid, therefore, that his dedica- 
tion “ To the Makers of the Coming Peace ” will equally fail of 
effect. 


All Souls College, 
Oxford. 


A. L. Rowsst 


Financial Relations of the Papacy with England to 1327. (Studies 
in Anglo-Papal Relations during the Middle Ages, I.) By 
W. E. Lunt. (Cambridge, Mass.: The Medieval Academy 
of America. 1939. Pp. xvi + 759. $6.00.) 


In this exhaustive work Professor Lunt has placed the fruits 
of years of intensive study at the service of historians both of 
England and the Papacy. It is not only materials for history, 
for the analysis and exposition of its multitude of facts make it 
a critical history of its subject. Its field is deliberately narrow : 
the different varieties of the papal financial claims on England, 
their growth and vicissitudes, the methods of their exaction, 
their yields and their incidence. But the vistas open to the 
reader are very wide, for these transactions involve a considerable 
range of foreign and domestic politics: the financing of the 
Crusades, the secular policies of the popes in the thirteenth 
century, the upkeep of the papal Curia, the wealth and the 
burdens of the Ecclesia Anglicana, and the methods by which 
Church property was made available to supply the needs of King 
as well as Pope. Professor Lunt, however, has wisely declined 
to be tempted into general history : he has supplied an organised 
body of facts, the implications of which can be studied along with 
those derived from special studies in other fields. 

The main purposes of these papal taxes were, it seems, three : 
the provision of funds to pay for the upkeep of the ever-increasing 
central organisation of the Church, #.e. the Curia and its local 
agents; the financing of the great, continuous war of Christendom 
against the Moslems, the Crusades, which was essentially the 
papal war, and in the thirteenth century was combined with 
the political wars of the Papacy against its Christian foes; and the 
subvention of the popes’ allies, the kings, who required aid from 
their clergy, as from their other subjects, for their own as well as 
papal objects, and who, as they became stronger and their king- 
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doms more united, could insist on being placated by an ever 
larger share of the profits of taxation. Government in the 
thirteenth century became more organised, efficient and expen- 
sive, and the Papacy led the way in the formation of its bureau- 
cracy, the size of its demands and the searching methods of 
assessment and collection employed. Evasion of taxation was 
both feasible and natural when taxation was an experimental 
novelty, when precedent provided a deep, barely penetrable zone 
of defence to the taxpayer, when wealth, while greatly increasing, 
still consisted rather in yearly produce of the land than in stored 
up funds, and was hard both to estimate and to turn into ready 
cash. Yet precedent helped the taxer too. A render once made 
became a right, and we can see the progress from a pious offering 
to a charitable gift, to a “ willing” subsidy, and then to a 
compulsory levy by order from above. 

The vicissitudes of all these varieties are explored by Pro- 
fessor Lunt, and as no claim once established was given up, they 
co-existed till the end of the period he examines. They begin 
with the pious offering of Peter’s Pence, which, starting about 
the ninth century, was claimed as a right by the twelfth. It 
was not remunerative, for the amount paid to the pope was fixed 
by custom at a figure which left much in the hands of the bishops, 
and had never in less prosperous times represented a levy on every 
household. It was followed by the royal tribute undertaken by 
King John when he became a papal vassal. This was really paid 
by Henry ITI, who had himself done homage and owed much to 
papal protection during his minority, but was difficult to extract, 
generally in arrears, from Edward I, who had no such obligations. 
More could be got from the higher clergy. The fees or “ ser- 
vices” payable at Rome by bishops and abbots appointed or 
confirmed by the Pope became fixed by 1300, and were heavy, 
and under Boniface VIII and Clement V might be accompanied 
by a costly personal audience of the Pope. An empty purse and 
a formidable debt returned home with the visitor. A steadier 
income was provided by the procurations, i.e. the levies on the 
higher clergy and monasteries for the maintenance of papal 
legates, nuncios and collectors during their stay in England. 
This was a method of paying these officials during their functions, 
and was a burden provoking bitter complaints, as England was 
seldom without a papal collector and his staff after 1250, while 
the rate of the exaction increased and the procurations of occa- 
sional legates and nuncios were provided by an income tax on 
all the clergy. A more profitable tax to the papal Camera itself 
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was the annates or first fruits. They were the first year’s income 
of newly conferred benefices, which had been widely taken by 
diocesan bishops, and were first diverted to the Papacy by 
Clement V in 1306-for three years, in pursuance, it seems, of an 
understanding with Edward I, who was receiving a clerical tenth at 
the same time. A second imposition for three years was decreed 
in 1316 by John XXII, the “father of annates,” and the tax 
was made permanent by him in 1326. Thus the lower clergy, as 
well as the higher who were mulcted by the services, became 

contributors to the papal budget. They grieved the more 
as the bishops still had a claim to another year’s first-fruits. 

The growth of administrative organisation and bureaucratic 
record, aimed at tapping the taxable wealth of the clergy, 
had, however, already taken place in the thirteenth century over 
the imposition of subsidies and income taxes. It would have 
been a convenience here if Professor Lunt had trespassed beyond 
his set limits and had given a summary, however brief, of the 
Saladin Tithe of 1186, since, although royal and not papal, it 
marks an important stage in methods of taxation and its assess- 
ment, which were imitated later. Innocent III was the first 
pope to assume the power to levy an assessed compulsory income 
tax on the clergy. This was in 1199, and was for the Crusade. 
It was followed by similar levies at higher rates in 1215 and in 
the middle of the century. But Gregory IX in 1228 created a 
precedent by decreeing an income tax on the English clergy for 
his political war with Frederick II, and this was imitated in 
1254 by Alexander IV, who diverted and lengthened crusading 
tenths, already decreed, to supply the papal war with Sicily, 
which Henry III’s folly induced him to undertake. With this 
measure we have the use of the papal compulsory income tax 
for the needs (though due to the Papacy) of a royal ally. The 
next step forward was really for the benefit of that ally. In 
1266 Clement IV granted a triennial tenth for the relief of the 
exhausted exchequer of Henry III after the Barons’ War. It 
was in a way an admission that clerical immunity from the new 
secular needs of the kingdom could not be maintained, although 
the tax was still enforced by papal decree. Edward I did still 
better in his deals with the Papacy. Three long-term crusading 
tenths were imposed by popes during his reign. The first went 
to pay his crusading debts, the others were successfully diverted, 
in major part, for his secular expenses. Of a fourth tenth, levied 
for the wars of Boniface VIII, he gontrived to retain two-thirds 


instead of the half bargained for. Of a seven-year tenth in 1305 
No. 201.—vot. 11. _ & 
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Clement V was only to pocket one quarter. Much the same 
process was continued under Edward II. ‘Too little notice as 
rule has been taken of the royal share in general histories. It seems 
unlikely that, when the Crusade was alleged, the Papacy entertained 
real hope that the King would go on the Holy War. Rather the 
Pope maintained his taxing prerogative, secured other advantages 
like the annates, and was paid a decreasing share of the receipts, 

Much indeed was secured by the Papacy undivided. Its legal 
machinery as supreme court of ecclesiastical appeal under the 
Canon Law was provided for by the heavy fees and conciliatory 
“presents ” of the suitors, which aroused indignation. Like 
other articles of first-class quality, papal justice was dear, 
Crusading legacies, commutation of crusading vows, penitentiary 
fines, indulgences, and especially annates, all swelled the papal 
budget. But the expenses of policy and splendour, of war and 
bureaucracy were always great, and it is to the credit of the 
Papacy that it did not descend to repudiation of its debts. The 
Italian merchants, who were its bankers and who advanced it 
vast loans, made their fortunes in its service and lost them to the 
secular potentates who were their debtors. The reason for this 
financial stability was the wealth of the Western Church, which 
the Curia tapped by ingenious devices and a searching assess- 
ment backed by spiritual penalties. ‘The counter-checking oaths 
on returns by the victim and his neighbours, with excommunica- 
tion and suspension of delinquents, were more effective than 
outlawry and royal displeasure. England was by no means the 
worst sufferer, but the author’s account of the valuations shows 
how painful they could be. It is true that custom, once estab- 
lished, set limits to growth of revenue. The valuation of Pope 
Nicholas IV in 1291-3 remained the standard till the Reforma- 
tion. But it was thought excessively severe at the time, though 
under-valuing did take place and subsequent increases of Church 
property were usually disregarded. The papal tenths, too, were 
interchanged with direct subsidies granted by the clergy to the 
King and calculated on the same assessment. Some part of the 
financial disorder of many monasteries may perhaps be ascribed 
to the fact that their incomes were more accurately known and 
more searchingly taxed by King and Pope than were those of 
their lay contemporaries, owing to the almost modern efficiency 
of the papal assessments which culminated with Pope Nicholas IV. 

C. W. Previtt-ORTON 
St. John’s College, 
Cambridge. 
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The English Navigation Laws. By L. A. Harper. (New York: 
Columbia University Press ; Oxford University Press. 1939. 


Pp. xiv. + 503. 25s.) 


As the author chose to remind himself by the quotation on his 
title-page ‘‘ the Act of Navigation . . . is very dark and hard to 
be understood, and has caused great Doubt and Variety of 
Opinion.” The economic policy which found expression in the 
Acts of 1651, 1660, 1662 and 1663, 1673 and 1696 has indeed been 
both warmly commended by contemporary observers, among 
others Adam Smith, and as roundly condemned by believers in 
laissez-faire, among whom Ricardo asserted that the policy had 
deranged half the trade of the world. Later historians have been 
uncertain whether to praise or blame the Navigation Laws. Such 
judicious critic as Archdeacon Cunningham changed his mind 
between the second and fourth editions of his work. More recently 
there has been a tendency among historians to justify the Acts, 
but there is still a popular prejudice against the policy pursued by 
the Government throughout the eighteenth century as being a 
short-sighted and selfish attempt which did little to improve the 
trade of England, yet imposed intolerable restrictions on the 
economic life of the American colonies and led ultimately to their 
revolt. It is particularly welcome to have from America such 
avery balanced and well-documented defence of the policy of 
regulating trade in the interests of English maritime strength. 

Mr. Harper sets out to study the Navigation Acts from the 
point of view of the seventeenth-century statesmen who framed 
them and of the Customs officials, colonial Governors, shipowners 
and merchants who knew them in operation. Having examined 
the working of the Acts, he then tries to assess how far the legisla- 
tion succeeded in attaining its objective: the defence of England 
by the development of her maritime power which contemporary 
statesmen hoped to do in four ways by fostering English shipping, 
helping to train English seamen, developing English shipbuilding 
and preserving English trade. 

In a most interesting section Mr. Harper examines the available 
evidence, and slowly builds up a case in defence of the Acts. 
Though the trades to Africa and Asia did not greatly profit by the 
legislation, the trade with America was largely reserved to Eng- 
land. In Europe the competition of the Dutch was resisted, and 
England was able to prevent that arch enemy from getting a 
strangle-hold on the vitally important trade in naval stores with 
the Baltic countries. In the trade with France and the Mediter- 





100 THE ECONOMIC JOURNAL [APRIL 


ranean countries the Navigation Acts only held what had already 
been acquired, but, even so, their record was not unimpressive, 
For the best part of two centuries while the Acts were in force the 
number of English ships increased, as did the number of sailors, 
In spite of some negligence, much delay and some illicit trade 
which has received more publicity than it deserves, the Acts were 
enforced, encouraged English capital into shipbuilding and trade, 
and protected English shipbuilding at a time when the natural 
advantages of plentiful raw material favoured the Dutch, as being 
nearer the Baltic and German forests. 

This investigation of the success of the Navigation Acts was 
begun, as Mr. Harper admits, as nothing more than an epilogue to 
an administrative study, and was only developed because “ even- 
tually the conflicting views of the various writers who had dis- 
cussed the question aroused my curiosity, and I set out to finda 
solution which would convince me if no one else.” The result is 
the most generally interesting and perhaps the most valuable 
part of the whole book. It deals with a problem of high policy, 
which determined the economic development of England and 
perhaps of Holland at an important turning-point in their history. 
It deals also with the immediately interesting problem of State 
control of economic life. It shows skill in handling difficult 
commercial statistics, and gives an example of weighing evidence 
which allows the reader to share the excitement of gradually 
building up an opinion of the value of the Laws. 

The rest of the book is largely a study of administrative detail. 
It describes the enforcement of the Laws in England and in the 
Colonies, and is of less general interest. The author himself 
suggests that economic historians will not find these sections 
so interesting, though he hopes that administrators may. 

Administrative history is very interesting to unravel from 
original material, but it is almost always particularly difficult to 
present attractively. The author can hope for little help from his 
material. Human interest is almost non-existent except when it 
is in the form of minute incidents not very closely connected with 
the main development. Dramatic interest is not even provided 
in this case by the chronological development of the administrative 
machine, for the study is limited to the last thirty years of the 
seventeenth century. It would need the charm of a Maitland to 
save such a theme from becoming a little dry, but Mr. Harper 
redeems his work by a refreshing realism, and an object which is 
s mething more than a careful descriptive study in the Pre- 
Raphaelite manner such as has recently appeared by Miss Hoon. 
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Mr. Harper’s point of view is that “ the historian, once the 
most respected of social scientists . . . ought to have a real 
contribution to make ”’ to the economic discussions and plans for 
reform which so interest the man in the street to-day. Man’s 
earlier experiments offer plenty of data for analysis and many 
advantages for the investigator. ‘The public and many politicians 
are only interested with the goals to be reached. What is needed 
is more “social engineers ” to explain how these goals may be 
reached. Inspired by this idea a study of the administrative 
methods of the seventeenth-century Customs can become inter- 
esting, but it is open to question whether the study might not 
have gained in value by being rather less detailed. 

The conception of the administrative historian as a “ social 
engineer ”’ is, however, one which may well prove fruitful, and 
help the historian to resume his place among the social scientists in 
whose work some economic historians are trying to encourage 
him to be interested. 


London. 


+ 


JEAN McLAcHLAN 


Monopoly and Competition in the English Coal Trade, 1550-1850. 
By P. M. Sweezy. (Harvard University Press. 1938. Pp. 
xii + 186. 10s. 6d.) 


THIs is an unusual book. The writing of economic history 
has been left in the main to historians, trained in the techniques 
of historical research and applying them to the special field of 
economic history. There have always been exceptions; monetary 
history in particular has owed much to economists. But the 
greater part of our knowledge of industrial history we owe to the 
historians. Mr. Sweezy would, I think, call himself primarily 
an economist. He has tackled the problem of the limitation of 
the Vend with the same apparatus of thought that a competent 
economist might be expected to use on some contemporary prob- 
lem. I am old-fashioned enough, however, to feel a slight shock 
at meeting marginal revenue curves in a book on economic history, 
and I pray that all that come after him will not find it necessary 
to litter their pages with the bleaching bones of all the analytical 
camels which have carried them to their destinations. After all, 
the engineers, who use techniques far more complex than our own, 
do not festoon their bridges or aeroplanes with their discarded 
calculations. 

The form of Mr. Sweezy’s book has largely been dictated by 
his method of approach. Instead of a chronological arrangement, 
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we have a progressively more detailed analysis, which requires 
one to traverse the period three or four times with increasing 
emphasis on particular aspects. He starts with six short chapters 
which describe the history of regulation and monopoly in the coal 
trade from the Grand Lease of 1582 to the collapse of the Vend 
in 1845. In a seventh chapter he gives a rather more detailed 
account of the critical years following the opening of the Stockton 
and Darlington Railway in 1825. There follow four extremely 
interesting chapters analysing the structure and workings of the 
regulation and the reasons for its collapse. 

The final chapter is, from Mr. Sweezy’s own point of view, the 
most important of all. For he has approached the problem of 
the history of the Vend not (as he might well have done) as one 
of the most fascinating unsolved problems in economic history, 
but as a case-study in a theory of economic development. Mr, 
Sweezy’s own philosophy is, I suspect, to be discovered imprisoned 
in a footnote: “...I1 should like to register an emphatic 
rejection of the point of view, perhaps dominant among academic 
economists, that state action is in some way ar ‘ outside’ force as 
far as the capitalist economy is concerned and hence that the 
‘pure logic’ of capitalism can be studied in abstraction from 
political forces.” Certainly the coal trade, then as more recently, 
provides a rich field from which to derive instances of political 
forces being used to redress economic disequilibria. But this 
study, important as I know it is to Mr. Sweezy’s thinking, occupies 
a very modest place in the book, and he will, I am sure, approve 
if I am concerned mainly with his contribution to industrial 
history. 

Regarded as a problem in monopoly, the questions of chief 
interest raised by the Regulation of the Vend are, first, the basis 
of the monopoly and, second, the reasons for its ultimate collapse. 
As regards the former of these questions, Mr. Sweezy suggests 
that the source of monopoly differed materially at different 
periods. As early as 1603 there was a complete system of quota 
agreements; at this time the monopoly depended on the effective 
control by the chief coal-owners of the Company of Hostmen, who, 
under a charter of 1600 were confirmed in the sole right to load 
and unload sea coals and (through a system whereby the first 
incumbents had discretion in choosing their successors) secured 
also a hold over the selection of the principal town officers. 

During the middle years of the seventeenth century the 
monopoly increasingly passed from the Company as a whole to 
the big mine-owners within it, who dominated both the Company 
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and the municipal government. By the 1650’s, however, some 
of the older families were being displaced and non-residents of 
Newcastle were coming into the trade. These, not belonging to 
the Company, had to depend on finding hostmen willing to clear 
unfreemen’s coal ; there were inevitable dissensions, but by degrees 
the hostmen gained, as against the mine-owners, the right to 
deal in any coal on whatever terms they chose. 

It was necessary, therefore, to shift the basis of the monopoly. 
In 1726 the chief mine-owners came together in the Grand Alliance 
which apportioned quantities to be worked ; but more important, 
from the point of view of maintaining the monopoly, they joined 
“to prevent the opening of new collieries by buying up of land, 
royalties and wayleaves. Any coal property which they could 
not directly get hold of they proposed to block off from an outlet 
to the river.” This eighteenth century monopoly goes far to 
explain the extreme hostility shown a century later to the building 
of public railways from the inland collieries to the river banks by 
compulsory acquisition of land. 

The monopoly of the Grand Alliance was probably never wholly 
secure; they themselves controlled only some 60 per cent. of the 
total output, and they could not entirely prevent the influx of 
new collieries on the Tyne. More important, they could do nothing 
to stop development on the Wear. And so progressively the 
monopoly declined into that curious form of semi-monopoly 
familiar to all readers of Porter’s Progress of the Nution. Entry 
into the industry was more or less free, as first the Wear and later 
the Tees came increasingly into competition and ultimately into 
combination with the Tyne. The regulation of the Vend could 
do little more than diminish the immediate risks of years of bad 
trade or over-expansion and make it easier to make profits quickly 
on a rising market when demand was running ahead of capacity. 
Since productive capacity was the chief basis of the allocation of 
quotas, mine-owners hastened to secure royalties, sink pits, install 
steam engines, build cottages, all on a scale wholly disproportionate 
to any output they were likely to achieve. The monopoly prices 
did little more than yield normal profits on a vastly excessive 
investment. 

How far the monopoly was in fact strengthened by some 
control over the facilities for transport to the London market and 
the machinery for disposing of coal there, it is difficult to judge. 
The impression that Mr. Sweezy gives one is that it was slight. 
Certainly from 1827 there are examples of the successful use of 
pressure on the ship-owners (who were ordinarily independent of 
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the collieries) to deny recalcitrant mine-owners the means of 
transport and thus force them into the regulation ; but by 1838 one 
captain was finding no difficulty in getting all the coal he wanted 
from outside pits, and if that was possible presumably the pits 
could get shipping. How far similar methods were used before 
1827 is obscure. Nor is it clear how far outside collieries had 
difficulties in selling their coal; the growth of sales from the 
Wear and later from the Tees, by no means confined to years of 
open trade, suggest that the difficulties were not insurmountable. 

Such a monopoly was essentially unstable. Though Mr, 
Sweezy provides us with all the evidence, I feel that he has failed _ 
to emphasise the measure of such instability in an industry which 
inevitably includes a wide range both of high- and low-cost 
producers and of high- and low-quality coals. If, as happened 
from time to time, a period of rapid expansion was followed by a 
period of stagnation or relatively slow expansion, prices could be 
maintained only by severe restriction, and the conflict of interest 
between the low-cost producers of high-quality coals at one end 
of the scale and the high-cost producers of low-quality coals at 
the other made any agreement about price-policy or output- 
policy very difficult to reach. This instability enhanced the 
natural instability of all such loose associations which arise from 
the fact that it is always most profitable to stand outside the 
limitation of output but benefit by the higher prices that it secures, 
provided that by so doing you do not destroy the limitation. 

The final break-down, as I read it, was in the main a more 
acute example of this continuing conflict of interest. From the 
time of the Grand Alliance there had always been collieries outside 
the regulation. At different times, when such competition had 
been considerable, as at the times of expansion on the Wear and 
on the Tees, there had been great internal strain within the 
regulation itself. But these difficulties had been overcome by 
bringing the two rivers in succession into the regulation. Why 
did the opening up of the inland collieries, beginning about 1829, 
disrupt the regulation? It was not a result of the direct carriage 
of coal by rail to London. The amount as late as 1845 was wholly 
negligible. 

It was largely, Mr. Sweezy argues, a matter of degree. Down 
to 1829 the total shipments from the Tyne and Wear were increas- 
ing substantially faster than the number of collieries. From 
1829 the reverse was happening, until by 1844 the arinual issues 
per 1000 chaldrons of basis were barely half those of 1828. It 
‘became more and more to the interest of low-cost producers to 
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preak away from the regulation, or to refuse to join it; the 
unwillingness of Lord Durham in 1828 and Lord Londonderry in 
1832 to join was surely in part symptomatic of this conflict of 
interest. In the end the conflict of interest was too great to be 
reconciled. The mechanical determination of the basis by 
reference to capacity was no longer workable. There was too 
much dead-wood of high-cost producers to be carried; if this 
could have been cut out by a period of open trade, bankruptcy 
and re-financing, the whole system might have recovered (Mr. 
Sweezy’s dogmatic statement to the contrary on p. 119 I find 
difficult to follow). But it could only have held the low-cost 
producers by recognising (what had never been recognised) their 
title on that account to a higher basis. 

This is undoubtedly the main explanation, but there is a further 
factor which Mr. Sweezy has not mentioned which possibly 
deserves a little consideration. In the eighteenth century the 
form of wage agreement had been an annual binding, which 
guaranteed a certain weekly wage; this was supplemented by 
an annual payment of “ binding money ” which in years of good 
trade and demand for workers might be raised from one or two 
guineas to twelve guineas or more. Wages thus represented 
largely a fixed cost to the employer; up to a certain output 
marginal costs were insignificant. In these circumstances the 
degree of monopoly necessary to secure even normal profits was 
considerable. The efficacy of these guarantees must not be 
exaggerated at any period, but by the 1830’s they were being 
increasingly whittled away. After the 1832 strike the guaranteed 
weekly wage disappeared for a period, and the strike of 1844 
“marked the end of the yearly bondage system.”’ A reduction 
of output resulted now in a greater reduction of costs. Had this 
change any relation to the breakdown of the Vend? Which was 
cause and which was effect ? 

Mr. Sweezy’s book, despite its curiously circuitous progress, 
its somewhat crabbed style, and its infuriatingly bad index, has 
the great merit of asking the significant questions and providing 
the data with which to answer them. It affords a real addition 
to the facts gathered by Galloway, Levy, Nef, Ashton and Sykes, 
and others, as well as a great assistance in interpreting them. 

AusTIN RoBINnson 
Sidney Sussex College, 
Cambridge. 
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Capitalism the Creator. ByC.SnypEeR. (New York and London: 
Macmillan. 1940. Pp. xii + 473. 16s.) 


Ir is of value, at a time when so many are advocating social 
changes, to read a book which presents the case for the present 
system so ably as does Mr. Snyder’s. Basing his conclusions in 
the main upon the economic history of America in the last 150 
years, he adduces some powerful arguments to support his 
contention. 

The author’s thesis may be broadly summarised as follows, 
Capital savings, the fruits, so far, of an unequal distribution of 
incomes, have alone raised society from savagery to affluence. 
Inequality has made it possible for the richer individuals to 
save, and so supply the resources for the accumulation of capital 
goods. It has provided the spur which induces able men to 
employ to the full their business capacity or inventive genius. 
It would be unjust, as well as undesirable, to try to alter the 
present allotment of income. For human ability is as widely 
uneven in its distribution as income, a large income being the 
reward of superior talents. There are, of course, disadvantages 
in our present economic system. They are, however, superficial. 
Full employment and industrial stability could be permanently 
secured by a rational credit system. The great corporations 
which some fear may abuse their power have not in fact done so. 
It is in their interests to charge the lowest profitable price. 

It follows that the wealth of society will grow most rapidly 
where the inequality of income is greatest. Taxation therefore 
should not be made to bear heavily upon the rich through graduated 
income taxes. Indirect taxation which checks consumption 
should take its place. As to the working-class, its interest would 
best be served by its accepting the lowest possible wages, so as 
later to share in the growth of the social wealth. 

It would perhaps have made the author’s argument more 
satisfactory if he had dealt with the Keynesian view that there 
is no direct connection between the individual savings and 
society’s real investment. For Mr. Keynes’ theory contradicts 
Mr. Snyder’s deductions as to the present benefits of inequality. 
Furthermore, Mr. Snyder’s view of the trade cycle (he holds that 
depressions are caused largely by rash speculation and credit 
expansion in times of prosperity) is considerably less convincing 
than that of Mr. Keynes. 

Two other points seem doubtful. First, unless “ profitable ” 
be defined in some special sense, it surely cannot be in the interests 
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of a monopolist to charge the lowest possible price. Secondly, 
while it is true that most able business men get rich, the possibility 
of inheriting wealth means that at any time the majority of the 
richest class owe their position in part at least to the efforts of their 
ancestors—so that riches are not necessarily a sign of ability. 

But whether or not we agree with Mr. Snyder’s thesis, there 
is no doubt that this book is most stimulating. It contains some 
important diagrams based on personal research and the latest 
ideas on the ancient civilisations, which should be of interest 
both to the general reader and to the student of economic history. 

E. 8. CoopEr-WILx1s 
King’s College, 
Cambridge. 


Building the Canadian West: The Land and Colonisation Policies 
of the Canadian Pacific Railway. By J.B. Hupezs. (New 
York: Macmillan. 1939. Pp. 422. 20s.) 


Tus book fills one of the gaps remaining in the history of 
settlement in the Canadian West. When we get an authoritative 
history of the Canadian Mounted Police, whose great record is 
rather obscured by the romance in it—A. L. Haydon’s Riders of 
the Plains (1910, and often reissued) shows the limits to this kind 
of presentation—we shall have as full a record of each great 
factor as can be desired. Professor Hedges is already known to 
us by his severely academic monograph The Federal Railway 
Land Subsidy Policy of Canada (1934), of which the present work 
is an elaboration and popularisation. Written, as it had to be if 
written at all, out of the archives of the C.P.R.., it is a documented 
apology for that company; and for two reasons it is well that the 
author is an American. First, because of the resemblances to 
and instructive differences from the American land-grant railway 
policy of the previous generation—it ended there just when in 
Canada it began; and secondly, because the most successful phase 
of land settlement by the C.P.R. was the placement of American 
farmers from the Middle West, who responded readily to the 
“enlightened self-interest ” of the Company and could not be 
humbugged because they could back out if their preliminary 
inspection dissatisfied them. Incidentally, the book is placed 
for us by the friendly advance notice in Chester Martin’s 
Dominions Lands Policy of 1938 (Canadian Frontiers of Settle- 
ment Series, Vol, IT, Part IT, p. 305 7). 

The incidents in the evolution of Canadian Pacific land 
policy are numerous, complicated and stormy, but by and large 
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the Company worked in singular harmony with the Dominion 
Government, whose creation it was. For English readers the 
most important point to grasp is that by a modification of the 
American model the lands were selected from the whole fertile 
belt of the Prairies. In selecting their 20 million and more acres 
they were allowed to pick and choose, and critics have said that 
in so doing they picked the heart out of the West. At any rate 
in the process they became possessed of lands far removed from 
their own line, so that in settling these they made traffic for their 
rivals. In their own area par excellence, namely the irrigable 
area south of Calgary, they were land sellers, land developers and 
colonisers, all in one; and the technique of dry farming, both 
with and without irrigation, was adapted from America to 
Canadian conditions by them. This and allied topics, which are 
condensed by Chester Martin into one chapter, constitute the 
major portion of Professor Hedges’ book. Of the total land area 
alienated by the Dominion Government (for the Dominion was 
in charge from start to finish) one-fifth went to the C.P.R. and its 
subsidiaries. As all know, the Company began with a main-line 
grant of 20 million acres and a cash bonus of 20 million dollars. 
By additions for land grants to subsidiaries and purchases of 
- Hudson’s Bay land and by subtraction of certain lands retrans- 
ferred to Government in 1886, there emerges a final figure of about 
19 million acres, actually sold by the Company down to December 
31, 1937, leaving it with only 14 millions still to sell. The other 
four-fifths (as Chester Martin explains) was alienated in a variety 
of ways, as Hudson Bay lands, School lands, half-breed scrip, 
other colonisation railway land grants and outstandingly, to the 
extent of about one-half of the whole, as Free Homesteads under 
the Dominions Land Act of 1872 and the amendments of 1879, 
1886 and 1908. But although only one-fifth of the alienation 
went to the C.P.R., it had very much more than one-fifth of the 
influence on the course of land settlement. Indeed, it set the 
pace all the way to 1914, and the alternation of railway sec- 
tions (odd numbered) with homestead sections (even numbered) 
made possible a subtle “tie-in” between the Government and 
the Railway. In this way the half section of 320 acres (free 
quarter plus quarter purchased from the Railway) became the 
representative farming unit of the Prairies and of Saskatchewan 
in particular. The peculiar service of the C.P.R. lay in the fact 
that it consistently subordinated land-selling to land-settlement, 
and encouraged free homesteaders, less because they were 
potential buyers of railway land than because they brought 
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immediate traffic of persons and freight. And when it sold, it 
deliberately sold cheaper than other holders. Conversely, 
written large over the whole story from beginning to end is the 
crucial part which railway work for the farmer and his team of 
horses played in tiding him over the first few seasons. 

I have found of most personal interest the later chapters 
which cover the period from 1918 to date. In these pages I meet 
old friends again—Colonel J. S. Dennis, the directing head of the 
land-settlement branch, his coadjutor, Dr. J. G. Rutherford, with 
his fund of good stories and hard words for the soft settlers of 
post-war, the veteran knowledge of William Pearce, W. J. Gerow, 
with whom I toured in Saskatchewan, Sam G. Porter, who at 
Lethbridge introduced me to the technique and economics of 
irrigated farming. But here I must make a point, in opposition, 
perhaps, to the emphasis of this book. When I visited the 
Canadian West for the first time (British Association, Winnipeg 
Meeting, 1909), the C.P.R. was all that is here depicted. It 
owned the ocean ships, the lake ships, the line of steel, the hotels, 
the lands, the mountain scenery, the time itself. By 1922, the 
year of my intensive tour there, there was a sensible change. For 
Canada was then suffering from over-building of railways and 
was smarting under the arrogance of Montreal, which had pro- 
posed, in a “ take-it-or-leave-it ” spirit, to absorb the struggling 
Canadian National System and create a monopoly which neither 
East nor West would stomach. In the 1920’s the Wheat Pool 
and the Soldier Settlement Board—the one in the organisation of 
traffic, the other in the settlement of land, and not the railways, 
either C.P. or C.N.—supplied in conjunction with the banks the 
economic synthesis on which in one form or another the West 
has always depended. 

In Ch. XI Professor Hedges describes the activities of the 
Department of Colonisation and of its post-war creation, the 
Western Canada Colonisation Association, a body with which I 
was quite unable to make significant contact. It brought out 
Mennonites in bunches, and trainloads of non-preferred immi- 
grants collected by its agents in Europe, but it was quite unable 
(since the time for it had gone by) to restart the old flow from the 
United States, and though it had its finger in Empire settlement, 
it was a finger only. A sentence, on p. 325, runs, “ As a pro- 
tection to its interest in such cases (sc. of Europeans brought to 
land which was tributary both to the C.P. and C.N.) the Company, 
through the Canada Colonisation Association, insisted that there 
be inserted in the contract a clause requiring the parties pur- 
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chasing the land to deliver their crops to Canadian Pacific 
stations.”” What a fall from the spacious days of Van Horne ! 

A final thought. “The Company, in searching for lands 
‘ fairly fit for settlement,’ went far afield and eventually found 
itself with millions of acres far removed from either branch or 
main lines” (p. 36). This was common to the C.P. and other 
colonisation railways; and it was, as the author says, “a very 
irrational feature of Dominion land-subsidy policy” (p. 48). 
What could have rationalised it? Not even a single province for 
all the prairie. For the Canadian Northern (out of which came 
one-half of the Canadian National) built through the wilds of New 
Ontario by the aid of land subsidies on the prairies. But I have 
sometimes toyed with the idea that the C.P.R. might have 
countered the growing provincial separation of the Prairies in the 
1920’s to its own and Canada’s benefit by a new re-orientation in 
the West, making Calgary the headquarters, not simply of the 
Prairie section, but of its whole system from Winnipeg to Van- 
couver, including lands, minerals and scenic properties. And if 
Calgary had been Edmonton, a provincial capital with a favoured 
hinterland of normal agriculture, I think it might have been done. 
But Calgary is, where the main line placed it. Possibly the most 
momentous decision ever taken by the Company was the early 
decision which took the main line, with a view to economy and 
speed of building, through the semi-arid belt instead of, as 
originally envisaged, through the park belt, on which the main 
line of the Canadian National from Winnipeg to Edmonton now is 
based. Beside this all subsequent items of policy, ready-made 
farms, consolidated irrigation blocks, the support of agricultural 
experiment, the adjustment of advertisement to the psychology 
of America, Great Britain and Europe, fall into second place. 
Location is the imponderable of railway sovereignty, a sovereignty 
which, I think, has passed away not less surely than that of the 
Fur Trade to which for a time it succeeded. 


Cambridge. 


C. R. Fay 


The Cod Fisheries: The History of an International Economy. 
By H. A. Innis. (New Haven: Yale University Press 
(Oxford University Press), 1940. Pp. xviii + 520. 21s. 6d.) 


Tue story of the North Atlantic fisheries, through which 
England first made contact with the New Found Land of America, 
is interesting both in itself and for the place it holds in the chain 
of wider economic and political events. The industry has been 
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in progress for at least 400 years, and was itself an offshoot of the 
much older Iceland fisheries. It has passed through a number 
of changes in technique, organisation and capitalisation, from sail 
to steam, from salt to refrigeration, from fleets of sailing-ships 
leaving the ports of western Europe in spring and returning in 
autumn, to the present mixed system of steam trawlers, fishing 
schooners built in the New World and motor-boat fishermen 
carried with their craft to the fishing-grounds on the decks of 
steamers. On the other hand, the Atlantic fisheries have played 
no inconsiderable part in the diplomatic and military struggles 
of Europe, between England and Spain, and later, and for a 
much longer period, between England and France. This quarrel, 
indeed, was only ended in 1904, its extinction being the immediate 
prelude to the Entente. On the opposite side of the Atlantic 
the fishery provided one point in the triangles which bound the 
unfertile northern coasts of America to New England and the 
West Indies, linking them with the problems of an economy 
based on slavery and rum, as well as to old England and the fish- 
eating, salt-producing countries of southern Europe, and through 
them again to commerce with the gold-loving countries of the 
East. Finally, Newfoundland provides the example, perhaps 
unique, of an attempt to build a society and a political state on 
. fishery alone, without agriculture and, until recently, without 
industry, and the virtual breakdown of the attempt in 1933. 

The difficulty of committing such a story to writing is the 
difficulty of fixing boundaries. Shall it be concentrated on 
the internal development of the industry, include its effect on the 
general life of the countries most actively engaged, or extend to 
the whole field of its international implications? Dr. Innis’s title 
implies the third approach, but he has little to say of the Icelandic 
fisheries, except incidentally, as competitors with North America, 
and has thereby missed what might have been an interesting 
comparison of industrial and commercial technique. Nor is he 
at his strongest in the background of European diplomacy. 
What he has achieved, with great patience and learning, is a 
record of all the available facts concerning the fisheries of New- 
foundland, the St. Lawrence, Nova Scotia and New England 
since the beginning of the sixteenth century, of their methods, 
their markets, their rivalries and the condition of the people who 
carried them on. A clearer distribution and subordination of 
matter might have saved space as well as sharpened the picture, 
but Dr. Innis can offer, especially for the earlier period, a mass 
of varied and little-known detail from the method of appointing 
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fishing ‘‘ admirals ” in the seventeenth to the totalitarian char- 
acter of the French fishery in early nineteenth century. He has 
disentangled with commendable devotion the rather dreary record 
of national agreement and disagreement on fishing rights, and 
points out shrewdly how diplomatic tension helped Nova Scotia 
into the Canadian Confederation because she needed Dominion 
support against the United States, while it kept Newfoundland 
aloof because she needed English support against France. 

In his analysis of the present plight of Newfoundland, Dr. 
Innis is perhaps less convincing. “The effects of the tragedy of 
the replacement of commercialism by capitalism call for a long 
period of expensive readjustment and restoration, and this cannot 
take place without policies which foster the revival of initiative 
under responsible governments.”’ In the sense that the economy 
of Newfoundland collapsed because the capital accumulated by 
Newfoundland merchants was not used to modernise the fisheries 
from which it was derived while capital in rival fishing countries 
was so used, this is a just criticism. The revival of initiative 
under responsible government is much to be desired. That the 
constitution suspended in 1934 did not foster such initiative may 
have been because it had never produced a government which 
was more than formally responsible. Perhaps the psychological 
reason for the collapse of Newfoundland is to be found in a foot- 
note. Writing in 1855, an American visitor observed that “ The 
merchants are chiefly of English birth, and as the island has no 
attraction for them it is only tolerable on account of the means 
it affords of acquiring wealth whereby they are enabled to live 
in luxury and magnificence at home.” New England and Nova 
Scotia, with a more diverse economy and a better integrated 
society, developed their own patriotism, and with it durable 
political institutions. Newfoundland remained in essence a fish- 
ing country where, with luck, fortunes could be made. _ Its social 
evils, truck, debt, rum-running, destruction of natural resources, 
sectarian divisions have, as Dr. Innis shows, persisted for cen- 
turies. The initiation of industry and modern transport has 
been paid for with ruinous concessions. The economic depression 
of the early ’thirties struck a population still engaged in colonial 
exploitation rather than a coherent society. That restoration 
will be “long and expensive ” in more than money may well be 


agreed. 
MarGARET DIGBY 


Horace Plunkett Foundation. 
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The History of the Gambia. By J. M. Gray. With a Foreword 
by Sir Thomas Southorn, Governor of the Gambia. (Cam- 
bridge University Press. 1940. Pp. 508. 30s.) 

Portrait of a Colony : The Story of Natal. by A. F. HatTrerstey. 
(Cambridge University Press. 1940. Pp. 233. 8s. 6d.) 


HeReE are two pictures of British colonies, one on the west 
coast of Africa and the other on the south-east, but save for the 
fact that they are both small colonies and both on the same 
continent, there is no further resemblance between them, whether 
we consider the colonies themselves or the nature of the picture 
drawn. Mr. Justice Gray gives us a documentary history from 
the very beginning almost to the very end: indeed, one feels 
that there can hardly be anything which he has left out. Mr. 
Hattersley’s portrait is a sketch of the first half-century, say 
1840 to 1890, of a sparsely peopled land which Englishmen made 
their home, and it is concerned primarily neither with politics 
nor economics, but with the social scene—work, recreation, sport, 
education and the manner of life. The present Colony and 
Protectorate of Gambia is a riverine area, with St. Mary’s Island, 
on which lies the capital Bathurst, at its mouth, and the fullness 
of Mr. Gray’s story is due to the fact that it was the first point 
at which England traded with Africa, and its history mirrors the 
rivalries between the trading nations of Europe on this coast— 
the Portuguese, the Dutch, the Courlanders (coming from what 
now is, or recently was, the Republic of Latvia) and the French. 
North of Gambia was the French stronghold of Senegal, while to 
the south, with foreign territory in between, was another British 
colony, Sierra Leone, from which for a time Gambia was governed. 
But the various attempts made to operate British West Africa 
as a unit, whether under company or governmental control, one 
by one broke down. For the British Navy and contact by sea 
provided all the unity that was found necessary, and the contact 
of the several British colonies with the West Indies, which pro- 
vided the market for African slaves, was closer than that between 
the different colonies. For they were not endeavouring to pene- 
trate a hinterland, but merely to trans-ship the human ivory 
brought down from the hinterland across the Middle Passage of 
the Atlantic. If we possessed equally full histories of the other 


1 The prevalent Trade Winds made the voyage from Gambia to the Barbados 
easier and more reliable than from Gambia to Sierra Leone and the Gold Coast, 
and thus determined the pattern of the trade triangle—English trade goods from 
England to West Africa, slaves from West Africa to the West Indies, raw cotton 
and other raw produce to England. 
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West African possessions, we should find, I imagine, much the 
same things—the endeavour to keep on trading even when in 
Europe there was war, the shattering effect of climate on health 
and morale, the gradual evolution of what has come to be called 
indirect rule, t.e. the protectorate as distinct from the colony 
side of the picture, and finally the stumbling upon a crucial cash 
crop, which in the case of Gambia was the peanut. The last is 
the aspect which is of most interest to the economic historian, 
and not least from the fact that for long the peanut, though 
merchandised and carried by Great Britain, went mainly to 
Marseilles. Great Britain satisfied its need for vegetable oils 
from the palm tree. This commercial contact with France, 
together with the presence of France in and around the Gambia, 
caused the French five-franc piece to be the main currency of 
the colony in the 1880’s. When, however, in 1920 the exchange 
value of the franc dropped severely, “the situation arose that 
the five-franc piece, which then had a market value of 2s. and 
even less, was still being accepted in the Gambia as legal tender 
at the rate of 3s. 104d. As was only to be expected, five-franc 
pieces flowed into the country and accumulated in the banks and _ 
the mercantile houses to such an alarming extent that in 1922 
the Colonial Government had no alternative but to demonetise 
them and to take them over at their fictitious legal value. This 
operation cost the Government £187,000, or a whole year’s 
revenue. The cost of redemption was met by a loan from the 
West African Currency Board, which was paid off by instalments ” 
(p. 488). 

' Those not conversant with the broad outlines of West African 
history will find it useful to study this book alongside the chapter 
on West Africa in Volume I of the Cambridge History of the 
British Empire. 

The South African volume of the same history will naturally 
be consulted by those who mean to make the most of Mr. 
Hattersley’s portrait. He starts his book with a short picture of 
England in the early nineteenth century, in which I think he 
paints an over-gloomy picture of British agriculture. He selects 
inducements to emigration from the conditions of almost half a 
century, 1800-48, and he writes ‘‘ Engrossed in parliamentary 
reform and the defence of property, Ministers were apt to regard 
the extension of the Empire as alike inglorious and unprofitable ” 
(p. 78). This refers presumably to the days of the Reform Bill 
and Chartism, but certainly this was not the spirit which imbued 
Huskisson and Durham, when they liberalised the government of 
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Canada, nor was there any feeling that imperial increase in India 
was unprofitable. However, this is only a small matter, and the 
book is concerned with the story of the emigrants of 1849-50 
and their successors. Natal first attracted notice as a potential 
producer of cotton, but what brought the first emigrants out was 
the prospect of a free and healthy life on the land, which it was 
none too easy to find in the Old Country. They had their dis- 
appointments, but they succeeded sufficiently to bring others out 
after them. ‘They were not, of course, the most numerous part 
even of this thinly peopled land. The unskilled labour was black, 
and the recent ravages of the Zulus made the natives well satisfied 
with the comparative peace which the white man brought with 
him. It is a pleasant book to read because it is occupied with 
the grave issues neither of peace nor of war, but with homely 
things such as the beginnings of drama and the Press, squibs 
and rockets and other amusements of the young, ballrooms, inns 
and wagons. Though Natal very soon acquired a little railway, 
ox teams and horses did the main transport of the colony. Indeed, 
the overthrow of the stage coaches in England in the ‘forties and 
‘fifties seems to have contributed its quota of emigrants to a land 
which still had use for horses and drivers. Mr. Hattersley’s book 
has many charming illustrations, among which I pick out “‘ The 
first Parliamentary Elections in Natal on the Market Square, 


Pietermaritzburg ” (p. 126) and “ A Spider on the main Road 
near Uys Doorns, 1864,” the Spider being a four-wheeled vehicle 
of a flimsy type, which could manage short ascents at a gallop. 
But it is to be regretted that there is not at the end of the book 
a clear map of Natal, marking the not too numerous places 
mentioned in the text. 


C. R. Fay 
Cambridge. 


The Financial and Economic History of the African Tropical 
Territories. By Sir Atan Pim. (Oxford: The Clarendon 
Press. 1940. Pp. vii + 234. 10s. 6d.) 

Africa Emergent. By W. M. Macmitian. (London: Faber and 
Faber. 1938. Pp. 414. 15s.) 


THE first of these two books represents the eight Beit Lectures 
which Sir Alan Pim delivered in 1938. They should be read by 
everyone who is interested in Africa, for this modest little book 
distils the wisdom and knowledge that the author has gained in 
the course of conducting financial inquiries in one colony after 
another. He is, indeed, so generous in his acknowledgments to 
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Lord Hailey’s African Survey and to other predecessors in the 
study of these territories that an ordinary reader would certainly 
be left ignorant of the fact that it was very largely Sir Alan 
Pim’s pioneer work which changed the economics of the African 
colonies from one of the worst to one of the best documented of 
subjects. Perhaps, as one who played some small part in the 
preparatory work of Lord Hailey’s Survey, I may be allowed to 
say that we relied at every turn on Sir Alan Pim’s reports. 

In six out of the eight lectures Sir Alan Pim is concerned 
with describing in necessarily brief outline the economies and 
financial positions of the British, French and Belgian colonies and 
mandates. His careful, balanced appraisal of their strengths and 
weaknesses will be invaluable. Of the remaining two lectures, 
one (the first) is devoted to the early economic history of Tropical 
Africa, to the slave trade and its abolition, and to the develop- 
ment of policy. The last lecture is given to the general problems 
of finance and capital investment. In the latter connection Sir 
Alan Pim brings out two most important points. First, that 
Africa’s need is increasingly for investmént in the development 
of the skill, knowledge and health of the individual African rather 
than in actual machinery and equipment. Second, that we must 
walk warily if we are not to mortgage excessively the future of 
Africa to meet fixed interest burdens abroad. It is well to re- 
member the virtues as well as the defects of equity capitalism— 
that it automatically decapitalises capital that fulfills no useful 
function. Apart from mining, Africa has had to rely almost 
entirely on fixed-interest borrowing. The Government-owned 
railways in particular (and there are few others) lack the elasticity 
which equity capital might have given them, and the loads which 
their deficits throw on to the colonial budgets make any policy 
of mitigating the effects of depression doubly difficult. 

A review of Professor Macmillan’s book is long overdue. It 
is, I think, far and away the best book that he has written. His 
earlier works, dealing with the peculiarly intractable problems of 
the Union, with its four competing race groups, Dutch, English, 
Coloured, African, left one with a feeling of helplessness. In this 
book, concerned mainly with the parts of Africa where two races 
only are concerned, where the ratio of Africans is much higher, 
and overpopulation less serious, one finds a new optimism of 
outlook, granted only that we who read will take time by the 
forelock and deal with the difficulties before they become insur- 
mountable. And that is, I am sure, as it should be. None can 
come to Central Africa from South Africa or from a country 
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which, like India, has become set, without being impressed with 
the greatness of the opportunities of our generation. 

The book covers much the same field of problems as Lord 
Hailey’s Survey. In Part I, Professor Macmillan is concerned 
with the bases of African society : land, climate and people, and 
their effects in health, traditions and agricultural practices. In 
Part II he comes to the racial problems : European settlement, 
African reactions, the place of the Native, Segregationism and life 
in the reserves. In Part III he deals with capitalistic expansion 
as represented by the mining industries which provide so large a 
part of African exports, and with the problems of labour which 
the development of mining has created. In Part IV he reaches 
the kernel of his problem—the policy and methods of adminis- 
tration of the imperial powers. He makes clearer than almost any 
book that I have read the fundamental dilemma between an 
over-zealous conservatism, on the one hand, as represented some- 
times by the desires of anthropologists and missionaries to insulate 
the African from the world and to retain him as a museum 
specimen (no African shares that view of his destiny), and an 
éver-heedless liberalism, on the other hand, which would expose 
him with too little protection to the exploitation of capitalist 
enterprise. 

But more than anything else, Professor Macmillan’s book, 
read in conjunction with Sir Alan Pim’s, can leave no doubt that 
we have passed the period in which Africa could be developed in 
the way that she ought to go on a basis of charity combined with 
five per cent. The capital that is required to improve health, 
education, communications, can only be found by an imperial 
power which is prepared to give with little expectation of quick 
returns. With the increase of the Colonial Development Fund 
we have taken a first step on the right road. If, after the war, we 
learn to take many more steps, these two authors will be among 
the first of those to whom Africa’s thanks will be due. 

Austin Rosinson 
Sidney Sussex College, 
Cambridge. 
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The Economics of Ancient Greece. By H. Micuett. (Cambridge 
University Press. 1940. Pp. xi+ 415. 18s.) 

Politics, Finance and Consequences : a study of the relations between 
politics and finance in the ancient world with special reference 
to the consequences of sound and unsound policies. By C. J. 
Butiock. (Harvard University Press. 1939. Pp. viii + 212, 
10s. 6d.) 


EvERY economist who was brought up in the classics (and 
even to-day that must, in England, stand for a majority of us 
all) has sometime dreamed of devoting his old age to applying his 
economic technique to the historical problems of Greece and Rome, 
If I am permitted to enjoy a dotage, Professor Michell’s book 
will be by my side as a constant work of reference. But it is not 
the book I should myself hope to write. I can, perhaps, best 
describe it by comparing it (to its very great advantage) with 
one of the best of those learned works on primitive economics 
which so often appear to be designed to enable a moderately 
industrious undergraduate to become a technically proficient 
savage. 

Professor Michell’s discussions of the methods of agriculture 
and of mining, in particular of the Laurium silver mines, and of 
the various industrial processes known to the Greeks are fascinat- 
ing. Two detailed chapters on commerce. describe in great 
detail the trade of Athens and of the other important Greek cities, 
both in terms of countries and products. But is it an exaggerated 
technical interest which left me feeling rather baffled at the end! 
Of the technical weapons that most of us have imagined ourselves 
applying to the problems of ancient Greece, that of the balance 
of payments is the principal. Yet, for an economist, Professor 
Michell has shown a surprising reluctance to use it and an un- 
necessary modesty when its use seems to throw doubt on the 
work of his predecessors. I have a feeling that one of the tasks 
of my dotage will be to attempt, however crudely, a balance of 
payments for Athens in each of the significant periods of her 
history. Perhaps wiser than I, Professor Michell has not only 
done this, but has consigned the results to the waste-paper 
basket. . 

Another question that repeatedly forces itself into one’s mind 
is that of the standard of life of the Greeks. Where would 
they fit into a list of present standards? How would they com- 
pare with an Indian State? with the Turkey or Greece of to-day! 
Here again I feel that I shall want to be adventurous where 
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Professor Michell has been cautious. He tells me the population 
with an accuracy probably at least as great as that with which I 
can know that of Northern Rhodesia to-day. He tells me the 
important agricultural outputs for several years, and the chief 
agricultural imports; there is a wealth of information about 
particular wages. How far can we estimate the numbers employed 
in different trades with sufficient precision for our purpose ? 

But it is unfair to a work of real scholarship to find fault with 
it for not pursuing these adventures. I should be doing Professor 
Michell an injustice if I allowed the speculations into which he 
has drawn me to obscure the merits of an important book. 

If Professor Michell’s;book is to be my work of reference, 
Professor Bullock’s is the kind of book I like to imagine myself 
writing. It is witty, discursive, analytical; it paints its pic- 
tures with a broad brush. It is, so to,speak, the financial politics 
of the ancient world in modernj}dress. Indeed his publisher 
assures me that while the ostensible theme is the ancient world, 
its “‘ real purpose is to demonstrate the ways of politicians with 
public funds and to focus gn the’ problems of our day the light 
of world experience.”” However that may be, its contribution 
to the interpretation of the histories of Egypt, the Mesopotamian 
kingdom, Persia, Greece, Carthage, Rhodes, is none the worse 
for it. Measured by Professor Michell’s standards of scholarship, 
the work is slight. But that is as it should be. Economic tech- 
nique, if it can serve the classics, will in the main serve them by 
modifying interpretations or by changing emphases and not by 
rewriting the facts. 

AvsTIN RoBINsoN 
Sidney Sussex College, 
Cambridge. 





II. GENERAL Economics 


The Conditions of Economic Progress. By Corry Cuarx, 
(London: Macmillan. 1940. Pp. x + 504. 25s.) 


Tt is difficult to know what to admire most in this book : the 
boldness of the underlying scheme or the energy and labour that 
went into its execution, the avoidance of unnecessary subtleties 
or the width of observation and experience that made this 
avoidance easy. And yet it is in many ways a very annoying 
book. It exhibits, in fact, the qualities and limitations of a 
pioneering effort; Mr. Clark has such a wealth of material to 
work on that it seems to matter very little what he does with it; 
he does not grade it sufficiently according to quality; he fre- 
quently just throws it before the reader in the raw state and 
equally frequently he works on it with primitive and inappro- 
priate tools. All the time his sustained enthusiasm for work 
and for plenty of material carries the reader with him, yet he 
never reaches that highest level of achievement—the product of 
close theoretical penetration of complex facts—where one 
perceives suddenly with a feeling of its inevitability a new unity 
and a new simplicity amongst the mass of accidental material. 

This is, however, a high standard to set to any book, and it is 
not clear that it is the standard by which Mr. Clark wishes us to 
judge it. One of the difficulties in reading the book arises from 
a certain vagueness as to its purpose. One wonders whether the 
author intended to write a handbook of national income statistics 
or a treatise on the conditions of economic progress. If the first, 
one would wish for a more intensive and critical study of the 
sources and the material, and of the limitations imposed on the 
use of the material by its incompleteness. If the second, one 
would wish for rather deeper theoretical analysis than is given. 
This lack of clear definition of purpose is not accidental. Mr. 
Clark feels very strongly the limitations of long chains of abstract 
reasoning, but it is doubtful whether he is aware to the same 
extent of the great inherent difficulties of inductive inference in 4 
subject like economics where one’s only experiments are the 
substitute experiments of statistical analysis and where statis- 
tical analysis cannot be a very powerful tool owing to the great 
heterogeneity—in space and time—of our material. Thus the 
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road between the first description of facts and a satisfactory 
explanation is apt to be uncommonly long, and a very compli- 
cated system of checks and cross-checks must be applied before 
we can be sure that the apparent agreement between fact and 
hypothesis is not purely fortuitous. 

A deeper reason for the difficulties encountered by the author 
is that the theory of economic change is quite undeveloped. 
Classical political economy possessed its law of population, its 
law of the falling rate of profit. Marxism possesses its law of the 
falling rate of profit, its law of concentration, its law of im- 
perialist conflicts. Neo-classical economics examined some of 
these laws and found them wanting; others were not examined, 
but in effect economics contained no longer any theory of the 
mechanism of change. Such change as was observed was due 
to external factors—to an accident. No wonder that the 
growth of applied economics was cramped. It is only in recent 
times that—in part owing to the stimulus of the practical 
problems raised by the great depression—the development of the 
theory of the short period has led to a re-awakening of interest 
in dynamic economics. 

This change in theoretical outlook which brought economics 
much nearer to practical problems led to a revival of interest in 
inductive economics for two reasons: first, economic general- 
isations were no longer so abstract that an attempt to verify 
them directly was meaningless; second, it was clearly seen how 
many possibilities theoretical analysis left open and how neces- 
sary it was to limit the range of these possibilities by a thorough 
study of empirical regularities. Nevertheless we are still very 
far from that ideal of applied economics, and Mr. Clark’s book 
bears witness to our limitations. 

In what follows I shall confine myself in the main to a short 
discussion of selected topics. But before doing so I must give at 
least an indication of the range the book covers, and the best 
way of doing so is to say that The Conditions of Economic Progress 
is National Income and Outlay projected onto a world scale. 
There are differences, of course. The present book does not 
contain the same intensive discussion of the sources, and rarely 
builds up the final estimate from the primary data. Instead, 
original work is quoted. The present book does not contain 
data on the division of the product of industry between classes 
nor on the redistribution of income through taxation. On the 
other hand, it contains a new division of the national income 
into three categories: primary industry—agriculture, forestry 
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and fishing; secondary industry—manufacturing industry, 
mining and building; and tertiary industry—commerce, trans- 
port, and services. The divergent development of these three 
categories is analysed in the countries and over the periods for 
which information is available. Also new is the analysis of the 
réle of capital in economic progress. The estimates of national 
income of the various countries are reduced to a common unit— 
the amount of goods and services which could be purchased for 
$1 in U.S.A. over the average of the decade 1925-34—by means 
of price indices. The price-index formula used is Professor 
Pigou’s. It may be pointed out that international real income 
comparisons always are based on a uniform system of tastes; 
we measure, for example, the amount of money which an Ameri- 
can would have given to obtain a budget that he considers 
equivalent to the budget actually consumed by a Chinese or a 
Russian. Hence it follows that national income comparisons 
are relative with respect to the scale of tastes adopted. If it were 
possible to compare all budgets on the basis of Chinese tastes no 
doubt the relative position of almost all countries would be 
affected. Of course this is an extreme case, but it is well to keep 
it in mind. Such “relativity” is, however, not confined to 
economic measurements and Mr. Clark is on safe ground in 
rejecting the no doubt very subtle philosophic objections which 
have been raised against national income comparisons as such. 
There is nevertheless some difficulty in comparing widely different 
countries, and more qualitative discussion of the chief social and 
economic features of, for example, China, Japan, India and 
Russia is very desirable. Otherwise we cannot be sure of the 
significance of the picture conveyed by the statistics. 

One conclusion Mr. Clark establishes beyond all doubt: “ the 
world is found to be a wretchedly poor place.” Poverty is found 
to be closely associated with low productivity per head in agri- 
culture, and low productivity in agriculture appears to be closely 
associated with cereal production. However, it does not appear 
to be true that high productivity is closely associated with low 
density of population. This is somewhat surprising and may in 
part be accounted for by variations in climate and fertility of 
soil and by variations in capital intensity. A closer study of this 
subject would be very interesting. The comparison of productiv- 
ity in primary industry in a number of countries is to my mind 
the best part of the book. The differences in productivity per 
head are truly staggering. 6-4 per cent. of the total labour force 
of New Zealand would be sufficient to secure an optimum diet to 
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the whole population—provided dairy products can be exchanged 
against cereals on the terms prevailing in 1925-34—whereas 
with the same proviso 200 per cent. of the working population 
of the U.S.8.R. would be required to secure an optimum diet to 
the Russian population, and this is assuming the average pro- 
ductivity per head in agriculture would remain constant if 200 
per cent. of the working population were engaged in agriculture. 
There is no need to add that productivity per head is much lower 
still in China. No estimate for India is given. 

Poverty is very unequally distributed over areas and between 
social classes. Four industrial countries—U.S.A., Great Britain, 
France and Germany—containing 13 per cent. of the world’s 
population produce 40-50 per cent. of the world’s output. This 
statement of the inequality of distribution of income over the 
world is compact, but it rather under-emphasises the extent of 
the inequality. In the first place there is enormous variation 
of average income per head over the various States of U.S.A., in 
the second place no account is taken of the inequalities of income 
within each State. Basing himself on such massive evidence of 
universal poverty it is not surprising that the author should 
infer that such phrases as “ poverty in the midst of plenty ” 
and “the problems of production having already been solved if 
only we could solve the problems of distribution” . . . “ turn 
out to be the most untruthful of all modern clichés.” But these 
phrases were always applied only to advanced industrial coun- 
tries, and it may reasonably be asked whether the author’s strong 
language really corresponds to the logical cogency of the inference. 
It is quite possible to hold without patent absurdity that all 
wealthy industrial countries could not only have avoided un- 
employment, but could have achieved a far more rapid advance 
in productivity, if there had been a mechanism making for a 
continual redistribution of income in favour of the poorer classes 
as national income increased. Further it might be held that a 
rapid advance of national income in the wealthy industrial 
countries would have made profitable-a far more rapid develop- 
ment of the resources of backward agricultural and raw-material 
producing countries. The above theory may be fallacious, but, 
if so, its fallaciousness does not follow from the facts adduced by 
Mr. Clark. In fact only a little later in his book when discussing 
the causes of stagnation of the national income in U.S.A. after 1900 
Mr. Clark himself mentions the possibility that the advance may 
have been held up by an insufficient “‘ propensity to consume.” 

Mr. Clark’s chapter on the réle of capital in economic progress 
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is probably the weakest in the book. Nor is that surprising in 
view of the parlous state of capital theory. Following Professor 
Douglas, Mr. Clark tries to fit a “ production function ” relating 
capital and labour to output. The statistical difficulties of 
fitting such a production function to time series of output, labour 
and quantity of capital have been discussed by Dr. H. Menders- 
hausen (Econometrica 1938). They are formidable enough. 
But there is one obstacle which is quite sufficient to rule out all 
attempts such as Professor Douglas’: the non-existence of a 
unique “ production function.” With a given volume of labour 
hours and a given quantity of capital, output will vary according 
to the type of equipment used. A set of price relationships— 
amongst which the ratio of wages to the product prices is probably 
the most important—will determine which of the “ production 
functions” is chosen. There is no reason at all to assume that 
production in U.S.A. moved along one production function in 
the period 1899-1923 as is assumed by Professor Douglas. Still 
less reason is there to assume that the exponent of labour in the 
linear homogeneous production function fitted by Professor 
Douglas has anything to do with the share of labour in the national 
income. The parameters of Professor Douglas’ “ production 
function ’’ must be looked at as purely descriptive parameters, 
and it is at present still an unsolved problem why in some cases 


the exponent of labour is found to be in the neighbourhood of 
the share of labour in the national product. 

I should not like to end this review on a note of criticism, 
lest I should obscure the feeling of gratitude all economists owe 
to Mr. Clark. In any case, most of the weaknesses of this book 
are inherent in the present state of economics; most of its 
strength is Mr. Clark’s. 


E. RotHBARTH 
Cambridge. 


Nationalékonomie. Theorie des Handelns und des Wirtschaftens. 
By L. von Miszs. (Geneva: Editions Union. 1940. Pp. 
xvi + 756. Fr. 20.) 


It is always a matter of great interest, though sometimes’a 
source of disappointment, when a scholar who in the course of 
many years has enriched many special parts of a science achieves 
a comprehensive survey of the whole field. Such an achieve- 
ment must command even greater attention when a man whose 
interests have ranged so widely and whose views have been 
the cause of so much controversy as have those of Professor 
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Mises presents a systematic exposition of his conclusions. Still 
more so if, as the title of the present work only partly indicates, 
it ranges from the most general philosophical problems raised by 
all scientific study of human action to the major problems of 
economic policy of our own day. 

The reader who knows Professor Mises’ earlier works on 
money, socialism, and the methods of the social sciences will find 
much that is already familiar if not accepted doctrine, particu- 
larly in the central part of the work, which deals with the 
problems of economic theory in the narrower sense. Yet even 
here there are major sections dealing with problems, as particu- 
larly the theory of interest, which Professor Mises has never before 
explicitly discussed in his published work. It would be in- 
appropriate in a brief review of a treatise which ranges over so 
wide a field to go into detail on a particular point. Only this 
much may be said, that on a first reading his development of 
the psychological element in the Béhm-Bawerkian theory, 
although highly illuminating in some respects, seems to the 
reviewer as a whole less convincing than most parts of the work. 

On most of the other theoretical problems the exposition is 
largely a restatement, often more precise and more carefully 
phrased, of views expounded in the earlier works. Much of it 
sounds now far less revolutionary than it did twenty or thirty 
years ago—indeed, nothing is more instructive than a glance at 
the reviews which the earlier works of the author received (in 
this Journal as well as elsewhere) or proves better how much of 
his views which then were hotly attacked or even ridiculed has 
since become common property. In their new systematic 
setting they assume in many ways new significance and certainly 
gain in impressiveness by their thorough consistency. Nor are 
the signs of a gradual but continuous and continuing eyolution 
of the ideas of the author lacking. But it must be admitted that 
he seems to have been little affected by the general evolution 
of our subject during the period over which his work extends. 
What growth there is appears to be decidedly autonomous, and 
one even feels that the author, having been so often attacked 
for what later proved to be correct views, has developed a certain 
contempt for contemporary economics which has prevented him 
from deriving much advantage from it. This seems to be par- 
ticularly true with regard to the more recent developments of the 
theory of competition—a field in which a more sympathetic 
treatment of other views might have made easier the under- 
standing of the author’s position. 
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To give in a review an adequate idea of the positive contri- 
butions in this theoretical part is difficult because they consist 
so largely in the consistent application of a single philosophy and 
the general perspective which this conveys. But as an instance 
of the happy generalisations to which this often leads we may 
quote the interesting treatment of the law of comparative costs, 
not in its special application to the theory of international trade, 
but in its most general form as the basis of the formation of 
societies. The Ricardo’sche Vergesellschaftungsgesetz, as Pro. 
fessor Mises christens it in this most general form (a phrase 
which, I fear, is almost untranslatable), is thus given a well- 
deserved place at the head of the whole discussion of an exchange- 
society the very existence of which is based on it. 

The main interest of the book to most readers will, however, 
not lie in what—in accordance with the arrangement of the 
subject-matter—we have called its central part (pp. 188-628), 
but in the sections at the beginning and the end where Professor 
Mises deals with the most general methodological and _philoso- 
phical problems of any science of society and with the applica- 
tions to the problems of policy in our time. To the latter also 
applies to some extent what has been said about the central 
part. Much of it will be familiar to the readers of Professor 
Mises’ earlier work, and the gain is largely one of systematic and 
condensed treatment of what before has been available only ina 
number of separate books and essays. Yet there were perhaps 
even greater opportunities for the author to fill in gaps, and the 
result is a really imposing unified system of a liberal social 
philosophy. It is here also, more than elsewhere, that the 
author’s astounding knowledge of history as well as of the con- 
temporary world helps most to illustrate his argument. And 
although the only Weltanschauung to which the author’s views 
bear any resemblance is that of mid-nineteenth century Liberal- 
ism, the reader must not be misled to believe that it is justa 
restatement of the laissez-faire views of that period. Similar as 
the conclusions may be in many points, the philosophy on which 
it is all based has moved as far as that of most other people, 
though in a very different direction. 

The most original and at the same time probably the most 
controversial developments in Professor Mises’ views will, how- 
ever, be found in the opening parts of the book, in which he gives 
the outlines of a general theory of human action of which ec- 
nomic theory is a special part. In several of his earlier works 
he had already consistently defended what he described as the 
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“@ priors” character of economic reasoning, and had criticised 
the importation of alien and inappropriate methods from the 
natural sciences. In the new volume he now proceeds to vindi- 
cate the autonomous character of the method of the social 
sciences by systematically building up a general theory of human 
action, or, as he now calls it (reviving an older French term), the 
science of “ praxeology.”’ Although I fear that even in its new 
form his argument will scarcely assuage the prejudices which 
any such attempt to-day arouses, it is certainly the most im- 
pressive and consistent argument in favour of this view yet put 
forward and, if it receives the attention it deserves, should form 
the starting-point of much fruitful discussion. Although the 
reviewer would put many things differently, he must confess, at 
the risk of being condemned with Professor Mises as holding views 
conflicting with the whole trend of modern scientific development, 
that on the main point Professor Mises’ lone voice seems to him 
considerably nearer the truth than the commonly accepted views. 

A real discussion of any of the numerous interesting points 
raised by this work would require a long article rather than a 
brief review. Yet we cannot leave it without saying that, at 
least to the reviewer, there appears to be a width of view and 
an intellectual spaciousness about the whole book which are much 
more like that of an eighteenth-century philosopher than that of 
a modern specialist. And yet, or perhaps because of this, one 
feels throughout much nearer reality, and is constantly recalled 
from the discussion of technicalities to the consideration of the 
great problems of our time. Professor Mises accepts none of the 
ruling dogmas without close scrutiny, and perhaps sometimes 
even brushes away too lightly refinements which to him seem 
not to affect the much wider issues of his social philosophy. To 
the many who will disagree with most of it, this will no doubt 
prove a profoundly irritating book, but not one which they can 
afford to disregard, however much they may feel that parts of it 
are not au courant with the latest refinements of mathematical 
analysis in which they are wont to wallow. 


London School of Economics. 


F. A. Havex 


Public Investment and the Trade Cycle in Great Britain. By R. F. 
BreTuHERTon, F. A. Burcnarpt and R. 8S. G. RuTHERFORD. 
(Oxford: Clarendon Press. 1941. Pp. vi-+ 454. 30s.) 


Tus detailed study of public investment in Great Britain in 
the inter-war period is, as the authors remark, of historical rather 
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than topical interest at the present time. But its interest jg 
none the less considerable. Actual public works policy in this 
country has been in the main the reverse of the ideal policy which 
the authors advocate, and the potential benefits of anti-cyclical 
fluctuations in public investment have to be estimated in the 
light of the amount of harm actually done. To this general rule 
there are two exceptions. The first is the effect of re-armament 
in fending off the threatened slump of 1937. The second is the 
curious fact that, although local authorities throughout tie 
period endeavoured to increase investment in prosperity and to 
curtail it in the slump, the time-lag, partly due to technical 
reasons and partly to red-tape, between deciding upon an invest- 
ment scheme and carrying it out is so long that local authorities’ 
investment actually produced, despite their intentions, a slight 
stabilising influence upon the total of investment (p. 308). 

In estimating the effects of public investment upon employ- 
ment the authors follow the a priori method of Mr. Kahn’s 
original calculation. They refine upon it by estimating different 
values for the “leakages”? in investment and consumption 
industries, and they have devoted great labour to finding the 
most convincing estimate for each item in the calculation of the 
Multiplier, which they finally set at 1-5. This is, of course, the 
“* gross ”’ Multiplier which treats increased imports and reduced 
dole borrowing as deductions from secondary employment, not as 
deductions from investment, and so has a smaller value than the 
Multiplier applicable to net changes in investment. 

The authors estimate the cost of public works as follows: 
on the average of various types of schemes £1,000,000 (net of 
land costs) provides 4,000 man-years of primary employment 
(2,500 direct and 1,500 indirect) and (with a Multiplier of 1:5) 
another 2,000 man-years of secondary employment. The cost 
per man-year is thus £1663, of which, they estimate, 40 per cent. 
returns to the Exchequer through reduced dole payments and 
increased tax receipts within two years of the initial outlay. The 
net cost is thus £100 per man-year. These painstaking and 
conservative estimates of magnitudes formerly the sport of guess- 
work should provide useful material if the old argument that 
public works are wasteful and extravagant should rear its head 
again. 

The general standard of the discussion is so high that the 
reader is startled to discover (on p. 96.) evidence which appears 
to show a complete lack of understanding of the basis of the 
Multiplier analysis. Suppose, they say, the Multiplier is 2. Then 
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a net increase of investment of £200 million will increase income 
by £400 million. “It seems unlikely that more than a quarter 
of this additional income will be saved.”’ The additional savings 
required will therefore have to be provided by “ credit expan- 
sion.” But if the proportion of marginal income saved is 25 per 
cent, the “‘net”’ multiplier must be 4. And if the “net” 
Multiplier is 2, the proportion of marginal income saved must be 
50 per cent. They cannot have it both ways. This appears, 
however, to be a mere aberration, for apart from a somewhat 
suspicious preoccupation with “idle balances” the rest of the 
argument is not vitiated by any such confusion. 

The authors confine themselves to the “ purely economic ” 
aspects of their problem and even a discussion of the effect of 
public works policy upon “ business confidence” in 1929-31 
(p. 326) is conducted without any reference to its political 
implications. 


Cambridge. 


JOAN ROBINSON 


Exchange Control in Austria and Hungary. Exchange Control in 
Germany. By H.S. Extis. (Quarterly Journal of Economics, 
November 1939, Part II; August 1940, Part II. Pp. 188, 
220.) 


A GENERATION ago exchange control was regarded by Euro- 
pean economists as an affliction besetting certain South American 
countries, and bred by unsound finances. It was not conceived 
that it should threaten the relatively prosperous countries of 
Western Europe from which contemporary currency theories 
were mainly developed. Some attention was, indeed, given to 
the obvious difficulty with which the incubus, once accepted, was 
thrown off; but in those somewhat strait-laced days the moral 
appeared abundantly clear—avoid unbalanced budgets. Had, 
perhaps, adequate analysis been devoted at the time to the 
fundamental causes of the weakness of the peso or the milreis, 
some of the painful discoveries of the last twenty years would have 
been more clearly foreseeable; and then perhaps the story which 
Professor Ellis has to tell would have been less depressing. 

As it is, the result of his researches is a history of disappoint- 
ment. Government after government, seeking to canalise 
international trade, or to supervise the exchanges, has found that 
trade disappear into the sands, and those exchanges sapped by 
the speculator and the black market. Government after govern- 
ment has learnt that no one can create confidence by an edict; 
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or can set bounds to the economic effects of intervention in the 
normal currents of competitive trading. Government after 
government has been obliged to avert a breakdown in exchange 
control by assiduous piling of Pelion upon Ossa; prohibition 
upon instruction and threats of punishment upon all. 

For the reader with a bias towards liberal economics, the 
accounts of three such progresses given in the present volumes 
present a rich temptation. Their ample statistical resources 
offer unlimited scope for easy demonstration of the defects of 
authoritarian control. Moreover, the manifest correctness of 
one-half of Professor Ellis’ thesis invests the other half with a 
plausibility which is difficult to resist. The solid weight of the 
argument in his first volume is greatly reinforced now that it is 
possible to compare this with the analysis of the German experi- 
ence contained in Part II. Cumulatively, the effect of the 
whole is deadly impressive. 

The thesis which Professor Ellis presents can be summarised 
as follows. There are five main types of exchange control; 
first, the centralisation of exchange dealings in order to stabilise 
rates; second, the prohibition of outward capital transfers; 
third, the enforcement of a rate of exchange which is artificially 
high because capital is escaping; fourth, the enforcement of a 
rate out of alignment with the price-and-income structures; and, 
fifth, complete totalitarian control. Once set upon the slippery 
slope which leads down into these nether regions, the unhappy 
financial authority can scarcely ever look back, hut is impelled 
deeper and deeper until he reaches the nadir of an all-embracing 
and wholly discriminatory system. Long before this final 
circle is attained he has found it necessary to accumulate a vast 
bureaucracy, with its immense opportunities for graft and its 
natural tendency to favour cartellised industries at the expense 
of the small man, and especially of the farmer. In consequence 
he sees international trade shrink to a harassed minimum, beset 
always by threats of retaliation, and hampered by ponderous 
clearing mechanisms and the difficulties of barter. The benefits 
of the international division of labour are less and less attainable, 
and his country is increasingly isolated, like Conan Doyle’s Los 
World, a volcanic relic cut off from contemporary life by unscale- 
able cliffs. 

Professor Ellis has studied this process in operation in Hun- 
gary and in Germany, and has examined the fortunate chance 
which enabled Austria to escape while there was yet time. His 
long and close analysis confirms the worst fears which he fore’ 
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shadowed in his opening chapter, and he finds that in actual 
experience the disutility of exchange control is even greater 
than might theoretically have been expected. 

In general, it is impossible to quarrel with his conclusions. 
A reviewer may, however, hazard the personal view that over the 

icular period which Professor Ellis is discussing the effects of 
the World Slump were so dominant that it is scarcely possible 
to disentangle the consequences of any currency measures at all. 
If that is really so, Professor Ellis can claim only to have shewn 
that in the conditions of 1930-40 exchange control had disas- 
trous consequences—an important result, but one of less value, 
because of less generality, than that which he claims to have 
reached. Moreover, the eternal difficulty of economics—the 
impossibility of comparing what did happen when x equalled a 
with what would have happened had 2x equalled 5—must, it 
would seem, preclude Professor Ellis from establishing beyond 
a doubt that the experiences of Austria or Hungary without 
exchange control would have been less unfortunate than their 
actual troubles. Only were this demonstrable could he claim 
that it was exchange control, and not the world catastrophe, 
which so greatly reduced their gains from international trade. 
In the absence of such unattainable Euclidean precision, we must 
register an immovable and double doubt—whether in all cir- 
cumstances exchange control is necessarily baneful; and whether 
in 1930-40 it was not conceivably less calamitous than any 
practicable alternative. 

It may be expected that eventually the contents of these two 
Supplements will find their way between stiffer covers. No 
doubt the ephemeral form of their present embodiment explains 
a certain occasional difficulty in the presentation. It is, however, 
unfortunate that the skeleton of the argument in Part I, Chapter 1, 
is so involved that the lines of demarcation between the Types, 
especially Types 3 and 4, and between the two sub-divisions of 
Type 2, are very hard to pindown. What would otherwise have 
been an illuminating discussion for the first-year student is thus 
shrouded in unnecessary obscurity. There are paragraphs else- 
where, also, which urgently need clarification—for instance, the 
sentence at the head of page 112, beginning “‘ Under the artificial 
maintenance,” continuous perusal of which has failed to yield, 
to the present reviewer, any meaning whatever. 

These, however, are minor defects in a major work, and, 
apart from the impenitent reservations made above, Professor 
Ellis’ main thesis stands unchallengeable. For the patience and 
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thoroughness with which he has buttressed it he has deserved 
the gratitude of all his readers. 






J. K. HoRSEFre.p 






London. 





Central Banking in the British Dominions. By A. F. W. PLumprtre 
(Toronto: University of Toronto Press. 1940. Pp. xv+ 
462. $4.00.) 

Canadian Investment and Foreign Exchange Problems. Edited by 

J. F. Parxryson. (Toronto: University of Toronto Press, 

1940. Pp. ix + 292. $3.00.) 


Mr. PrumptTRe has written an admirable comparative ac- 
count of one interesting section of the story of the recent almost 
world-wide adoption of the institution of central banking. Usually 
beginning with uncritical imitation of the organisations which had 
already grown up in a few highly developed economies, central 
banks in many of the newer countries have been compelled to 
adapt their technique to the peculiar circumstances of their own 
countries, and have sometimes, indeed, applied it for the attain- 
ment of purposes quite different from those envisaged by the elder 
financial statesmen on whose advice the new institutions had often 
been established. The development of central banking in South 
Africa, Australia, New Zealand and Canada is shown by Professor 
Plumptre in the background of the economic, technical, geo- 
graphic and institutional elements which affected the original form 
of each central bank and have determined the course of its later 
development. As the efficiency of traditional, or indeed of any 
kind of central banking technique must be dependent on the stage 
of development which the capital market to which it is to be 
applied has reached, the story is prefaced by a useful account of 
the four Dominion capital markets, and the objects and operations 
of central banking are then studied in the light of the special 
conditions of each country. _ 

Professor Plumptre makes some judicious observations on the 
theoretical and practical issues raised in his narrative, many of 
which are inevitably still matters of dispute. He has little respect 
for the so-called “orthodoxy,” of central banking which presided 
at the birth of most of the Dominion central banks, but also shows 
a healthy scepticism about some of the more venturesome pr0- 
posals with which ardent economic nationalists have urged these 
banks to experiment. 

A reader at the end of 1940 may, however, be excused if he 
finds the greatest interest in those parts of the book which suggest 











































7s2hmeRmeeneed & wa wae 





1941] PLUMPTRE : CENTRAL BANKING IN BRITISH DOMINIONS 133 


one of our most urgent future problems. ‘‘ The Dominion central 
banks,” it is pointed out, ‘‘ are symbols at once of the decline of 
colonialism and of the arrival of financial Dominion status.” The 
Dominions had long been content to look to London (and, in the 
case of Canada, to New York) as financial leaders, whose guidance 
was to be accepted without question. The development of their 
own local economies towards maturity, the growth of industries, 
and the trend towards a more balanced position in the inter- 
national capital market made inevitable a move, which was 
further intensified by nationalistic feeling in other spheres, towards 
some degree of financial independence. The establishment of 
central banks was in some degree an expression of this desire for 
financial independence. It was, however, at the same time 
encouraged in England, where, according to Professor Plumptre, 
“the desire for a chain of Empire central banks was a latter-day 
expression of financialimperialism. The terminology was changed 
and the word co-operation figured more than formerly, but the 
essential purpose was the same: the maintenance and extension 
of London’s influence and control.” How far the new central 
banks have in fact been docile children of their august mother is 
a matter on which some doubt may legitimately be entertained,. 
but the fervour of some of the Dominion critics, to whom their 
central banks appeared too timid and respectful, has also abated, 
and although these banks have already made valuable contribu- 
tions to the welfare of their countries, their critics are less con- 
fident than they were that a bolder policy would free them com- 
pletely from the inconveniences arising from intimate relations 
with the rest of the world. Rigid exchange stability is perhaps 
too much to expect, but even in Australia, where exchange 
flexibility has enjoyed the greatest repute, ‘‘ economists seem 
increasingly agreed that the exchange rate ought only to be moved 
under exceptional circumstances.” 

Between the nationalistic proponents of modern monetary 
management and the more conservative point of view, with its 
emphasis on the maintenance of a sound international position, 
there is still, according to Professor Plumptre, “a great gulf 
fixed.” It is important to make an effort to bridge the gulf. 
Imperial hegemony is no longer in harmony with the facts, and 
efforts to restore it would be unrealistic. But the effort to 
establish the principle of self-determination has also not had 
entirely happy results in this field, not least because, as practised 
by strong and mature economies, it may have disastrous reper- 
cussions elsewhere, although more adolescent economies may 
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experiment with little risk to anyone except themselves. For, 
study of the problem of establishing a co-ordinated internationa] 
monetary system which will be sufficiently flexible to permit 
proper degree of freedom for national economies suspicious of 
external control, an analysis of Dominion central bank policy 
should provide much useful material. 

Further information about the capital market in Canada may 
be gathered from Canadian Investment and Foreign Exchange 
Problems, which brings together the results of two lecture series, 
one of nine lectures on Foreign Exchange sponsored by the 
Canadian Creditmen’s Trust Association, and the other of fourteen 
on Investments sponsored by the Investment Dealers’ Association 
of Canada. There is little attempt at theoretical subtlety or 
refinement of analysis, but any student of the institutions of the 
capital market may collect here a good deal of material useful for 
comparison with the results of investigations with other back- 
grounds. 


Oxford. 

















ALLAN G. B. FisHer 






The City: The London Financial Markets. By B. Extrem, 
(London: P.S. King. 1940. Pp. xiv + 429. 20s.) 


As explained in the Foreword by Dr. J. J. Mallon, this book 
had its origin in a series of addresses by specialists in various 
fields of activity in the City, arranged by Professor Henry Clay 
for the 1935-6 session of the Enquirers’ Club at Toynbee Hall. 
It was finished before the outbreak of the war, and apart from the 
footnote on p. 407 recording the final transfer of the gold reserve 
to the Exchange Equalisation Account, there are no references 
to any developments in the financial markets since September 1, 
1939. Mr. Ellinger thus writes without the embarrassment and 
self-consciousness which total war has brought to the chroniclers 
of our business institutions, and has produced a book with many 
of the qualities of a ‘‘ documentary ” film. To the skilful cutting 
and editing of the “ shots ” supplied by the experts he has added 
his own running commentary, which gives unity and cohesion to 
a work that will be of great value to the historian of the economic 
organisation of the inter-war epoch. 

The four sections into which the book is divided are of almost 
exactly equal length, and of these, the first two and the last deal 
with the Bank of England, the Deposit Banks and the Finance of 
International Trade respectively. The “‘ money market ” in the 
widest sense is described in these sections, and the student who 
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has long been waiting for an up-to-date sequel to Bagehot’s 
Lombard Street will find here at least the material for studying the 
complex and delicate organism which has enabled London to 
maintain its leadership in the world of finance. But whereas the 
historical growth and current practice of the Bank of England 
and the Deposit Banks, and the relations between them, are 
discussed without assuming on the part of the reader more than 
an elementary knowledge of the subject, the more recondite func- 
tions of the Discount Houses are allowed too brief and technical 
a treatment for the non-specialist. Indeed, Chapter XL, prefaced 
as it is by one of the impressively rare utterances of Mr. Montagu 
Norman on the unique importance of the discount market, might 
well have been expanded, and given earlier prominence than the 
detailed but conventional descriptions of the daily routine of the 
Deposit Banks. There are, moreover, no less than five chapters 
of “ criticisms,’ three of the Bank of England and two of the 
Deposit Banks, with copious extracts from the evidence given 
before the Macmillan Committee. Had the more concrete 
evidence provided by the test of war conditions been available 
when the book was written, many of these criticisms would have 
been revealed as the ninepins they are, and Mr. Ellinger would 
have been saved a deal of trouble and space in setting them up. 

The third section contains several interesting and extremely 
well-informed summaries of the activities and functions of the 
“other savings collecting agencies,” which have greatly increased 
both in variety and scope in the past twenty years. Estimates 
are given of the amounts of capital controlled by each of these 
agencies, both by groups and by individual units, and in the 
chapters on the Issuing Houses and kindred institutions there 
are full accounts of the current technique for raising new capital 
from the public, which have not hitherto been accessible to the 
general reader. This is the most useful and original portion of 
the book. 

The significance of the features of some of the more specialised 
institutions is not always clearly appreciated. For instance, the 
principal disadvantage arising from the wide distribution of the 
same investments through a chain of Investment Trusts in the 
same Management Group is not the greater risk of loss due to 
mistakes in policy to investors who have (as often happens) sub- 
scribed to several companies in a particular group; it is that the 
blocks of these investments, whether wisely chosen or not, 
frequently become too unwieldy to be freely marketable. Thus 
one of the chief advantages offered by Investment Trusts to the 
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small and amateur investor—namely, active management by 
experts of his portfolio—tends to be stultified. 

Again, the account of the facilities offered by the forward 
market in foreign exchange to the speculator and to the holder 
of securities payable in a foreign currency is unsatisfactory. It 
is made to appear (p. 397) that a heavy discount on the forward 
as compared with the spot rate benefits the bear speculator in a 
depreciating currency, whereas the direct consequence to him is, 
of course, to reduce his profit concurrently with the length of the 
period during which he leaves his forward contract open. The 
discount gives a “ profit” only in the restricted sense that an 
operator who is compelled by circumstances to be “ long ” of any 
currency may sell spot and buy forward simultaneously, thus 
realising a profit in his own currency to offset an anticipated 
depreciation in its internal purchasing power. Similarly, a British 
holder of dollar investments may eliminate the “ exchange risk” 
by selling dollars forward and renewing the contract when it 
falls due. This is a much more valuable and legitimate use of 
the forward market than the examples cited on p. 398 of the 
speculator in commodities or ‘‘ Internationals.”’ 

A. J. BEAMIsH 
Cambridge. 


The Road and Rail Transport Problem. By Sir H. O. Manos. 
' (London: Pitman. 1940. Pp. xiv +161. 7s. 6d.) : 


Smr OsBorne Mance includes in his study the whole range 
of problems growing out of competition between road carriers 
and railways. He begins with an historical outline, and passes 
on to examine several possible “solutions” of the difficult 
situation which had arisen between railway companies and road 
carriers in the years between the Wars. Financial policy is 
discussed, and the question of rates and charges. Four chapters 
are devoted to describing the experience of other countries. 
These chapters are the most successful in the book, and it isa 
matter for regret that Sir Osborne should have confined himself 
exclusively to recording official action. It would have added 
immensely had he drawn on his wide knowledge and shown us 
how the trader has been affected by this spate of legislation and 
decree. Part II opens with an appreciation and criticism of the 
report of the Transport Advisory Council on the proposals out- 
lined by the railways in November 1938 and popularly known 
as the “Square Deal.” The author puts forward his own plan 
for the reorganisation of the transport business, and the book 
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concludes with an excursion into Utopia—what might have been 
if only we could start again. 

Sir Osborne’s studies show clearly that the space confined 
within 160 pages octavo is too narrow to cover adequately the 
complex of questions raised by the competition of road and rail. 
Many promising hares are started, but none can be coursed. Sir 
Osborne is forced to leave contentious points with nothing 
more than bald statements pro and con, enough only to whet 
the reader’s appetite for more. The author decides in the end 
for a monopolised organisation rather than one which retains a 
substantial measure of competition. He admits the more 
flexible service which the small road haulier can offer, and re- 
cognises the classification of goods by value as the instrument 
of monopoly. But he sees no practicable alternative to monopoly. 
Progress towards his goal, as Sir Osborne recognises, awaits the 
consolidation of the many small road carriers into a few large 
concerns. This process should be watched with great care. In 
the opinion of the reviewer at least, it is one which jeopardises 
the gain accruing to the trader from the reintroduction of 
“simple ” competition (to borrow a term from Professor Pigou) 
in the transport business. Sir Osborne argues that competition 
in transport inevitably forces prices down to the level of direct 
costs, leaving nothing for overheads. Competition works reason- 
ably well in other trades composed mainly of small units. The 
important question, why competition between the many small 
road hauliers is necessarily unstable, is nowhere discussed—the 
possibility, indeed, of a competitive organisation is dismissed at a 
very early stage of the book. 

GILBERT WALKER 
University of Birmingham. 


Studies in Economic Warfare. By D.T. Jack. (London: P. 8. 
King. 1940. Pp. viii+ 178. 12s.) 


PROFESSOR JACK’S studies deal with economic warfare in the 
narrow sense, with “the use of economic action as an attacking 
force against the enemy.” His approach is historical and the 
range of his interests wide. In examining the principal examples 
of economic warfare from Napoleon’s time he devotes at least as 
much attention to their technical, diplomatic and legal aspects 
as to strictly economic problems. 

The account of the “ blockade ” and “ counter-blockade ” of 
the Napoleonic wars is, like the rest of the book, full of fascinating 
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detail. The analogy with the present situation, when one sub- 
stitutes Germany for France and Hitler for Napoleon, is so un- 
cannily close that one is shocked to find occasional differences, 
** While Britain is at War with all Europe,” reported the American 
minister in Berlin, ‘“ it is probable, to say the least, that she wil] 
sink under the contest,’’ but “the probability is much greater that 
the .. . states leagued against her will meet the same fate,” 
This argument leads him, as it led a later American ambassador, 
to plead for American neutrality; but John Quincy Adams, 
unlike Mr. Kennedy, was disturbed by the fact that by choosing 
the alternative policy of joining Britain’s enemies the United 
States ‘‘ should establish forever the most liberal principles for 
the benefit of neutral navigation’?! So much of the account, 
from Napoleon to the Kaiser, is concerned with bitter quarrels 
between Great Britain and the Unites States over the “ rights of 
neutrals ’’ and the “ freedom of the seas ” that one is tempted 
to conclude that the American Neutrality Act of 1939, which 
barred American ships from belligerent zones, was on balance in 
Britain’s interest. 

The development of the “ international law ”’ of blockade, of 
contraband and of neutral rights and duties is traced in detail 
until, prior to the World War, while there was no “ definite and 
complete code of legal rules to which all states subscribed,” there 
did exist a great measure of agreement as to general principles. 
That this could happen at all is remarkable, and Professor Jack 
gives a balanced and convincing account of the respective parts 
played by economic factors, power politics and historical accident 
in shaping the code which evolved. One amusing example of the 
casual and non-totalitarian character of early wars was the way 
in which governments (including Napoleon’s) would ease their 
blockade and contraband policy in order to increase their own 
revenue from customs. Professor Jack has little to say about the 
rapid decline in the international law of neutrality and contraband 
since the middle of the Great War: the present war, in the 
paucity of law as in other respects, resembles the Napoleonic. 

All economic wars, including the Great War and the present 
one, begin by being more casual than they become. Britain was 
very slow, for a variety of reasons, in perfecting her machinery 
of economic warfare after 1914, while the Central Powers, expec- 
ting a short war, were completely unprepared with an economic 
policy. Professor Jack has surprisingly little to say about the 
effectiveness of economic warfare, as opposed to its methods and 
rules. The effectiveness of Napoleon’s measures is considered, 
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put not that of England’s against Napoleon. The subject is 
treated in greater detail in connection with the World War, where 
Professor Jack concludes that the failure of the food supply in 
Germany was as much the result of shortsighted internal German 
policy as of Allied economic warfare. 

The last chapter, dealing with the prospects of economic war- 
fare in the present war, is the least satisfactory, although it con- 
tains some interesting statistical information. There is internal 
evidence that it was written before the collapse of France, and 
hastily and incompletely revised. For this Professor Jack cannot 
be blamed. He is a victim of the fact, which he mentions in his 
Preface, that ‘‘ the printing press cannnot keep pace with the 


rapidly changing drama of events.” 
C. J. Hircw 


Queen’s College, 
Ozford. 





NOTES AND MEMORANDA 


Income Euasticiry oF DEMAND, A Micro-EcONOMIC AND A 
Macro-Economic INTERPRETATION 


THE concept of income elasticity of demand has been used 
with two entirely different meanings: a micro- and a macro-: 
economic one. 

The micro-economic interpretation refers to the relation 
between income and outlay on a certain commodity for a single 
person or family. 

The macro-economic interpretation is derived from the 
corresponding relation between total income and total outlay 
for a large group of persons or families (social strata, nations, etc.). 

If we make the assumption that an individual family’s outlay 
c on a certain commodity is wholly determined by its income 
+ and a number of other factors (size of family, tastes, etc.), it is 
possible to ascribe an unambiguous sense to the (micro-economic) 
income elasticity e, viz.— 


—) ee 


Our empirical knowledge of the micro-economic relation is 
very limited. This relation might be determined statistically 
by comparing the simultaneous fluctuations of income and outlay 
in time. As, however, other factors also may be expected to 
play a réle, it would be necessary to apply the method of multiple 
correlation. As far as I know, this method has not yet been 
used for individual families. Our statistical knowledge of the 
micro-economic relation is up to now wholly based on the results 
of family budget inquiries. From these data we may, at best, 
derive an average micro-economic relation, because we generally 
lack data on a number of determining factors (tastes, etc.). More- 
over, we must assume that outlay is not dependent on the rate of 
increase of income, and that the reaction of income on outlay is 
not lagged (it would be impossible to derive such dynamic relations 
from the data of budget inquiries, unless these data refer to the 
expenditures of the same families during at least two different 
periods). 

1 Cf. Family Expenditure, by R. D. G. Allen and A. L. Bowley, London, 1935. 
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Although the statistical determination of the micro-economic 
relation is thus not free from difficulties, the relation itself, as has 
been shown, has a perfectly clear meaning, and the same holds 
true of the income elasticity derived from it. It is not so simple, 
however, to give an unassailable definition of the macro-economic 
income elasticity HZ. If we know the micro-economic relation 
between outlay and income, total outlay will be determined as 
soon as we know the income distribution. This may be described 
by a function F(%) of +, telling us the number of families F(+)di 
with incomes between « and i+ di. If the total number of 
families is denoted by N, total income by J and total outlay on 
the considered commodity by C we have the following relations : 


N= [ Fie... . (2) 
I= | ér(ai sigdat £m 


C= [citi 2... 4) 


(If F(t) proves to vanish outside a certain range «—f, the limits of 
integration o and ~ may be replaced by « and 8 without altering 
the meaning of the integrals.) In general it is not possible to 
study the relation between C and J given by (3) and (4), without 
making some assumption about the character of F(t). There is, 
however, one exception : viz. when c(i) is a linear function of i: 
Osj=ma+b. . . - - « 
a and b being constants. 
In this case (4) immediately reduces to : 
Caeell +. ee ve 


Now, generally, N and J will be independent variables (in most 
cases NV will practically be constant or show a slight trend), and 
therefore H may be put equal to : 


I oc I 
H=G-a7 =5G - as eee aes (7) 
In all other cases we must know the properties of F(i), in order to 
be able to perform the transition from « to EL. 

Now there are practically no theories about the shape of the 
income distribution function. But nevertheless we may assume 
that such a theory would lead to a mathematical expression for 
the distribution function, containing a number of constants or 
parameters A, u,v . . ., depending on the economic structure of 
the group of families. We shall denote this general expression 
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by F(t; A, p, »...). We have already observed that the 
number of families may be considered as practically a constant. 
If we assume that this holds rigorously, we may eliminate one of 
the parameters, say A. Instead of F we will then obtain a 
function f(t; wv. . .). 

Now we are able to prove that, if f contains only one parameter, it 
is possible to generalise the definition of ¢ to the macro-economic case, 

Equations (3) and (4) will then take on the following forms : 


r= | ifs estas tilt “otanss aa 


C= [oli .fi; midi. apenas: 


I and C both become functions of pp. If » is kept constant, J 
and C are constant too. (The variable 7 has disappeared after 
the process of integration.) If» changes, J and C will change at 
the same time, and their fluctuations are uniquely connected 
with the fluctuations of p. 

Consequently C may be considered as a function of J, and 
the derivative = may be calculated with the help of the ordinary 
function of a function rule : 

oC 60 al 
T = 3a Bu (10) 

and £ becomes : 
I ol 

As soon as, however, the number of parameters of f becomes 
greater than one, it is no longer possible to reason in the same way. 
Suppose that f contains two parameters pu and y, consequently J 
and C will also become functions of these parameters. The 
variations of C are now no longer uniquely connected with the 
variations of J. We may, for instance, compare the simultaneous 
changes AC of C and AI of I brought about by changes of p, 
keeping v constant, or, on the contary, caused by variations of 
y, treating » as a constant. More generally we may vary p and 
y together, keeping constant a certain relation between them: 


(11) 


¢(u, v) = constant. The quotient “4 will be different for the 


different choices, and the derivative 4 as well as EZ becomes 


wholly arbitrary. The same holds true a fortiori, if f contains 
three or more parameters. In such cases we have still more 
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freedom to choose the variations of the parameters (we have 
to introduce more than one constant function ¢ between the 


: k : oc 
parameters in order to obtain a definite value for ar) We may 


still arrive at an unambiguous definition, by restricting ourselves 
to a given ¢ (or generally a number of ¢’s equal to the number of 
parameters of f minus one), i will, however, always be necessary 
clearly to state which quantities ¢ are assumed to be constant. It will 
perhaps be best to illustrate this by some examples. 

Pareto’s well-known distribution function is characterised by 
three constants. If we state Pareto’s law in the following form : 
the number of persons (families) with incomes exceeding a given 
number + may be represented by Ki-*, these constants are K, a 
and i), the minimum income (i, cannot be put equal to 0, as in 
this case the total number of persons would become infinite). 
The function f would consequently contain two parameters— 
say K and « (i) being eliminated with the help of (2)). Now we 
may consider one (macro-economic) income elasticity with the 
additional condition « is constant, another with the condition K 
is constant, etc. The value of these concepts is, however, very 
much reduced, as we lack a theory telling us the economic mean- 
ing of changes of the income distribution for which a (or K) is 
constant. 

The second example refers to a paper of Staehle,? in which he 
tries to improve the relation between total consumption outlay 
(on all commodities) and total income of German workers by 
introducing a coefficient 8 connected with the concentration of 
incomes (due to Mendershausen). His result reads as follows : 


C=al+tB+e ...... (12) 


a,b and c being constants. Here again we can derive a formula 
for E : 
E=a ‘ : - (13) 
ea , 

If we are allowed to assume that the distribution function F in 
this case contains only two parameters (of which one can be 
eliminated, whereas the other is 8), the condition which has to 
be added in order to ascribe a definite sense to (13) is: {8 is con- 
stant. But there is no reason at all to make this assumption ; 
on the contrary, Staehle introduces the coefficient 8, instead of 
Pareto’s a, to enable him to apply his methods to distributions for 


. . Hans Staehle: ‘‘ Short-Period Variations in the Distribution of Incomes,” 
of E ic Statistics, August 1937. 
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which Pareto’s law does not hold and which will generally he 
characterised by a greater number of parameters. In this case 
the theoretical meaning of the income elasticity derived from (12) 
becomes rather vague. 

From the preceding we learn that, with two exceptions, it is 
not possible to define the macro-economic income elasticity in an 
unambiguous way. In the general case the definition refers to a 
special type of variations of the distribution function, and this 
type must be carefully specified. As a general theory of income 
distribution is still lacking, there are no theoretical grounds to 
prefer a particular definition, and it seems hardly possible to avoid 
ambiguity. 

Sometimes, however, a particular definition intrudes itself 
upon us on practical grounds. Suppose we know that the income 
distribution for a certain country in different years can be de- 
scribed by a function f(t; yu, v) with two parameters (we presume 
that this function has already been chosen so as to satisfy the 
condition: N is constant). If we now observe that the time 
series of » and y (and consequently also the series of » and J and 
of v and J) are highly correlated, it is allowed to consider p as a 
function ¢(r) of vy (at least for the variations which occurred in the 
past). Strictly speaking, there is now only one parameter, and we 
already know that in this case an unambiguous definition can be 
given. It will be obvious that the additional definition in this 
case must be: ¢ is constant. Moreover, the income elasticity, 
corresponding to this definition, is the only one which can 
statistically be determined, as, according to our supposition, all 
our observations refer only to variations for which ¢ has been 
constant. 

A high degree of interrelatedness of the parameters seems to 
occur rather frequently. For the Netherlands 1921-38 Pareto’s 
a. is highly correlated with J ; the same is true for the United States 
1919-32.1 If the other parameters show corresponding relations 
(this has not yet been verified), we are justified in applying the 
last-mentioned definition in these two cases. When using this 
definition we should, however, remember the following two 

points : 
(1) It is meaningless to introduce a parameter of the 
distribution as a separate factor in order to improve the result 

of a correlation calculation between C and J; 

(2) the income elasticity calculated according to it should 


1 J. Tinbergen, Business Cycles in the United States of America, 1919-1932 
League of Nations, 1939. 
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not be applied to cases in which the condition of a constant 
volume for ¢ is probably not fulfilled—e.g., to study the 
effect of a sudden and heavy change of the progressivity of 
income tax, etc. 
P. DE WOLFF 
Central Bureau of Statistics, 
The Hague, The Netherlands. 





OBITUARY 
James Bonar (1852-1941) 


Fretiows of the Society throughout the world will have read 
with deep regret of the death of Dr. James Bonar, in his 89th 
year, on January 18, 1941. With his passing one of the last of 
the older Economists has gone. He belonged to the generation 
of Marshall, Edgeworth and Foxwell and of John Neville Keynes 
and Bastable who are still with us. After Scott’s death he was 
without any shadow of doubt the leading authority in the world 
on Adam Smith, and his work on Malthus and population had 
brought him much renown. Like other Scotsmen, such as James 
Mill and his distinguished son, John Stuart Mill, he was a Civil 
Servant. He entered the Civil Service at the age of twenty-nine, 
and retired at sixty-seven. 

The name “ Bonar ”’ is said to have been originally “ Bonare.”’ 
Guillaume de Bonare came from the province of Anjou to Perth- 
shire in the thirteenth century. The spelling Bonar dates from 
the seventeenth century, and the family crest (a crusader’s 
sword placed pale-wise, and the motto “ Denique Coelum ”’) 
dates from Guillaume Roger Sire de Bonare, who fought in the 
Holy Land under St. Louis. James Bonar’s father was the 
Rev. Andrew Bonar (1810-92), after whom Andrew Bonar Law, 
the former Prime Minister, was named, and his uncles were also 
well-known divines, Horatius Bonar, the hymn-writer, and John 
James Bonar. It is interesting to note that of the seven Bonars 
in the Dictionary of National Biography, five were Scottish 
divines, and the divinity strain was indeed strong in Bonar 
himself. He was born at Collace, a few miles from Perth, on 
September 27, 1852, when his father was the Free Church Minister 
of that parish. When his father became Minister of Finnieston, 
Glasgow, in 1856, Bonar was four years old. His father remained 
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at Glasgow until his death in 1892. I remember my first visit 
with Bonar, on a holiday in Scotland, to the house at Collace 
where he was born. It was a typical Scotch manse, with Hebrew 
letters outside over the two public rooms, and Bonar told me how 
his father, ordained Minister of Collace in 1838 in the Church of 
Scotland, left it and joined the Free Church at the Disruption 
in 1843. 

Bonar did well at the Glasgow Academy, and proceeded, like 
his exemplar, Adam Smith, first to Glasgow University, and 
then, as Snell Exhibitioner, to Balliol College, Oxford, where he 
obtained a second class in Mods. in 1875 and a first in Lit. Hum. 
in 1877, and he rounded off his studies at Leipzig and Tiibingen, 
It was while at Balliol that he met his best friend, Professor 
John MacCunn, of Liverpool. Bonar used to tell us that the 
evening when they met for the first time, they were so carried 
away by their conversation that they walked to and fro from 
each other’s lodgings all night, turning up with the milk in the 
morning. At Glasgow University he came under the influence of 
Edward Caird, Professor of Moral Philosophy from 1866 until 
he succeeded Jowett at Balliol in 1893. At Oxford Bonar 
developed a liking for fencing, and won the prize foils at Balliol. 
In later years, a team of which he was a member won a shield 
for fencing against a Montreal team. He was a good skater and 
learned to ski while in Canada. He joined the Canadian Alpine 
Club, although his younger daughter informs me that so far as 
she knows he only once climbed with the Club in the Rockies, 
In the summer of 1913, when in his 61st year, he climbed the 
Wetterhorn with his cousin the Rev. Kenneth Grant, of Cavers 
Manse, Hawick, who writes ‘‘ We made the top about noon, ina 
snowstorm, which shut out all the view. We reached Grindel- 
wald the same evening, and James Bonar was astonishingly fresh, 
considering his age.”’ 

When he left Oxford in 1877, Bonar began to lecture on 
Economics in East London, as a pioneer in the University Exten- 
sion Movement. He continued these lectures for three years, 
until the rise and growth of Toynbee Hall in Whitechapel rendered 
them less necessary. Before leaving, however, he founded an 
Adam Smith Club, with the object of meeting half a dozen times 
each year for tea and discussion of economic questions, and once 
a, year for a country excursion. This club continued, with Bonar 
not only as its President, but as its life and soul, and the aim of 
the club was that Adam Smith’s works should be read, and read 
hard, by all its members. Before he went to East London, Bonar 
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imbibed, with Arnold Toynbee and Lord Milner, a deep interest 
in the economic condition of the people, which never weakened. 
He joined the Civil Service in 1881 as Junior Examiner in H.M. 
Civil Service Commission. In 1883 he married Mary Mewburn 
Miller, of Liverpool, who died in 1908, and by whom he had two 
sons and two daughters, of whom one son and two daughters 
survive. In 1895 he became Senior Examiner in the Civil Service 
Commission, and on the suggestion of his friend Higgs, Private 
Secretary to Sir Henry Campbell-Bannerman, he was appointed 
Deputy Master of the Ottawa branch of the Royal Mint in 1907. 
In 1919 he retired to his house in Hampstead, where he lived 
until his death. 

Bonar had a perfect genius for making friends, not only among 
his brother economists and philosophers, but also among poli- 
ticians. I met, for example, Mr. Mackenzie King, Prime Minister 
of Canada, in his house one Sunday afternoon at tea, and while 
the late Mr. Ramsay MacDonald lived at Hampstead, he and 
Bonar went for early morning walks with the utmost regularity. 
He was one of the founders of the Royal Economic Society, a 
Vice-President of the Royal Statistical Society and of the Royal 
Economic Society, and an honorary member of the Political 
Economy Club. He was President of Section F of the British 
Association in 1898. In 1929 he was Newmarch Lecturer in 
University College, London. At the early age of 34, through the 
good offices of Edward Caird, he was made an LL.D. of Glasgow 
University, on account of his work on Malthus. In 1930 he 
was elected a Fellow of the British Academy, and two years 
later a member of the Reale Accademia dei Lincei. In 1935 he 
became an Hon. Litt.D. of Cambridge, much to his delight, in 
connection with the centenary celebrations of Malthus, who, it 
will be remembered, was a student and fellow of Jesus College, 
Cambridge, and who died on December 29, 1834. 

It was in 1920 that I first met Bonar, when I was introduced 
to him by R. H. Coates, the Canadian Dominion Statistician, 
at the Imperial Statistical Conference held in London in 1920, 
when I was a representative of India. Since that date we 
had been very close friends, holidaying together in Scotland and 
elsewhere, and when in India between 1926 and 1939 I received 
from Bonar a letter weekly, save on one occasion. A more 
regular correspondent could never be desired. In May 1939 
Bonar began to complain of a lapse of memory, and old age 
seemed to creep on slowly but surely from that time until he 
passed away in his sleep on January 18 of this year. On looking 
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back, I feel that one of his outstanding characteristics was his 
extreme boyishness. This is confirmed by Mrs. Grant, who writes: 
“He maintained this spirit almost to the end, and it was an 
unfailing joy to be in contact with it.” Bonar was fond of music, 
He was laughed out of learning the piano as a boy, but took up 
the ’cello at the age of fifty, and persevered with it until he wag 
over eighty. 

Bonar’s main service to his generation in Economics centres 
around Adam Smith, Malthus and Ricardo. His chief work 
was perhaps that on Malthus, although not a few would say that 
his work on Adam Smith, notably in the Catalogue of Adam 
Smith’s Library (1894, enlarged edition 1932), his article in 
Palgrave’s Dictionary of Political Economy on Adam Smith, and 
The Tables Turned, imaginary dialogues between Adam Smith 
and his successors (1926), was not only most scholarly, but equal 
to anything that he wrote on Malthus. Apart from his work 
on these classical Economists, special mention must be made of 
his exposition of the theories of the Austrian School of Political 
Economy, at a time when their writings were largely unknown 
to British and American Economists. For example, his paper 
on the Austrian Economists and their view of value was published 
in the Quarterly Journal of Economics (Harvard) in October 
1888 and April 1889.1 This was followed by an article on the 
Austrian School of Economists in Palgrave’s Dictionary of Political 
Economy. 

His best-known writings on Malthus were Parson. Malthus, 
a sketch (1881), followed by the larger masterly canvas Malthus 
and his Work (1885). The second edition of Malthus and his 
Work appeared in 1924 and was almost a new book. It was, as 
it were, an interim report, as Keynes has well expressed it, on 
the continuous work Bonar had been doing on the life of Malthus 
since 1885. I have with me the manuscript of his definitive 
Biography of Malthus, which it is hoped to publish after the 
war. This reveals, if any manuscript ever did, Bonar’s patient 
industry and research, aided by his well-stored library, which he 
did not want sold, preferring the idea of keeping the books together 
and presenting them to a University or University College.? He 


1 The two volumes of Béhm-Bawerk’s Kapital und Kapitalzins—Geschichte 
und Kritik der Kapitalzinstheorien and Positive Theorie des Kapitales, were 
translated by Smart into English, as Capital and Interest (London 1890) and 
Positive Theory of Capital (London 1891). The more important minor works 
of Béhm-Bawerk have been collected by F. X. Weiss in Gesammelte Schriften, 
2 vols. (Vienna 1924-26.) 

2 I have written, at the request of his family, to the Principal of Glasgow 
University (Sir Hector Hetherington), offering his library of economic and 
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made also a special study of Ricardo. In 1887, for example, he 
edited Ricardo’s letters to Malthus, which in 1913 were trans- 
lated into Magyar, and in 1899, with Professor Hollander of 
Johns Hopkins University, he published Ricardo’s letters to 
Trower. His familiarity with Ricardo is well seen in his article 
in the Economic JouRNAL for June, 1929, entitled ‘‘ Ricardo on 
Malthus,” which was in reality a review of Ricardo’s notes on 
Malthus’s Principles of Political Economy which Hollander and 
Gregory had edited and published in that year. “ Ricardo’s 
grasp of an argument,” says Bonar, “is so strong that every 
available writing of his will be read by admirers at least once, 
and, if the Notes recovered by Professor Hollander in 1919 had 
not been published, there would have been a general regret for a 
possible loss. We have not so many minor writings of the 
economic fathers that we can say, as Hegel of Chrysippus, ‘ Thank 
heaven they have not survived.’ ” 

In addition to these works we have Bonar’s Philosophy 
and Political Economy (1893, 4th edition, 1927), his small treatise, 
The Elements of Political Economy (1903); Disturbing Elements 
in Political Economy (1911); his translation with Mrs. Lucas of 
Knapp on Money (1924); The Moral Sense (1930), and Theories 
of Population from Raleigh to Arthur Young (1931). Of Bonar’s 
eleven books, the Theories of Population is perhaps the least 
satisfactory because it attempts to cover too wide a period, but 
this was perhaps unavoidable in the format of the Newmarch 
lectures. His Philosophy and Political Economy has perhaps 
received greater attention on the continent than in this country. 
Thus, Professor F. Weiss, of Prague, writes: “I feel that his 
Philosophy and Political Economy deserves even wider recognition 
than that accorded it. There are some books on such questions 
in German, but they are very one-sided and start unconsciously 
with a preconceived set of values. Most of the authors are re- 
markable for the fact that both their knowledge of Philosophy 
and Economics is equally slight, how different from Bonar! 
He is a most reliable guide through these borderlands. Faithful 
to his programme outlined in the preface he shows ‘ how far 
men’s thoughts about the world and human life in general have 
affected their thoughts about the economic element of human 





philosophical books. Bonar had already presented to Glasgow University several 
volumes that once were in Adam Smith’s own library. He has bequeathed to me 
for my library the Adam Smiths—the various editions, and I have been given 
his three pictures to add to my own collection of Economists, viz., Kay’s portrait 
of Adam Smith, the Malthus family copy of Linnell’s engraving of Malthus, and 
Hodgett’s engraving of Phillips’ picture of Ricardo. 





150 THE ECONOMIC JOURNAL [APRIL 


life in particular and how far this influence of thoughts may 
have been mutual.’ ” 

It may be of interest to note that Bonar had no fewer than 
seventy articles in Palgrave’s Dictionary of Political Economy, 
of which six were of considerable importance, namely, those on 
Adam Smith, the English School of Political Economy, the German 
School of Political Economy, the Austrian School of Politica] 
Economy, Thomas Robert Malthus, and the Theory of Population, 
He also wrote in the Encyclopaedia Britannica, 11th edition, an 
article on Socialism. To the Journal of the Royal Statistical 
Society he contributed a paper in March 1921, on “The Mint 
and the Precious Metals in Canada,” and to the same Journal 
he contributed reviews, notably on Marshall’s Money, Credit 
and Commerce (1923), and Official Papers by Alfred Marshall 
(1927), together with reviews on population, such as Histoire des 
Doctrines de la Population, by René Gonnard, in the Journal of 
March, 1924, Achille Loria’s I Fondamenti Scientifici della Riforma 
Economica (R.S.S. Journal, January 1925), and the same author’s 
Le Peripezie Monetarie del Dopo Guerra (March 1925 Journal). 

It is, however, in the Economic JouRNAL that we find most 
of Bonar’s economic work, other than in his books. He con- 
tributed five articles—‘‘ The Centenary of Malthus ” (Vol. VIII, 
1898); “ Old Lights and New in Economic Study” (Vol. VII, 
1898), being a reprint of his Presidential Address to the Economie 
Science and Statistics Section of the British Association at Bristol 
in 1898; a paper on Knapp’s Theory of Money (Vol. XXXII, 
1922); ‘ Ricardo’s Ingot Plan ” (Vol. XX XIII, 1923); his article 
on “ Ricardo on Malthus” already referred to (Vol. XXXIX, 


1929), and his ‘‘ Memories of F. Y. Edgeworth ” (Vol. XXXVI, - 


1926). In addition, he wrote seven obituary notices—on 
Friedrich Engels (Vol V, 1895), on Henry George (Vol. VII, 
1897), on John Ruskin (Vol. X, 1900), on Herbert Spencer (Vol. 
XIV, 1904), on Eugen von Béhm Bawerk (Vol. XXIV, 1914), 
on James Mavor (Vol. XXXVI, 1926), and on Philip Wicksteed 
(Vol. XXXVII, 1927). Bonar also wrote in the JouRNAL 
seventy-two reviews on seventy-eight books, the most important 
of which deal with population and the Austrian School of Political 
Economy. In the Economic History section of the JouRNAL 
he wrote three articles, on Jeremy Bentham (January 1933), 
on Robert Owen (January 1934), and on “‘ Why Scotland had 
new attractions for British Economists in 1802” (February 
1939). A list of the more important articles, obituary notices 
and reviews is given below. 
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In addition to this work, Bonar published from time to time 
a series of papers in various learned Journals and in other publica- 
tions. These always had something striking in them. Thus, 
in an article published in 1911 by the Cobden Club—John Stuart 
Mill on ‘‘ The Protection of Infant Industries ’’—Bonar in the 
introduction showed how Mill altered in the last edition of his 
Political Economy (7th edition, 1871) revised by Mill himself, 
the words in Book V, Chapter 10: ‘A protecting duty, con- 
tinued for a reasonable time, will sometimes be the least. in- 
convenient mode in which the nation can tax itself in support of 
such an experiment (the Infant Industries argument). But the 
Protection should be confined to cases in which there is good 
ground of assurance that the industry which it fosters will, after 
a time, be able t. dispense with it.’”’ Bonar points out that in 
the last edition of 1871, instead of “ will,’ Mill wrote “ might 
sometimes be the least inconvenient mode .. .” and after the 
word “‘ But” he added the words “ it is essential that the Pro- 
tection. . . .”’ \These two significant verbal changes were made 
in 1871, and they weakened the force of the concession. The 
withdrawal was caused, Bonar pointed out, by Mill’s observation 
of the actual working of the protective system in Australia. 
The letters of John Stuart Mill give the history of the change of 
mind, and might be quoted in Bonar’s own words: “ At first 
(Letter to H. Soden, of Melbourne, May 2, 1865, II, 27) he is 
simply annoyed that the narrow limits of his concession have not 
been understood, and (Letter to Milnes Edge, of Chicago, February 
26, 1866, II, 57) that its authority has been evoked in the case 
of the United States, a country not ‘new’ at all. But in his 
letter to G. K. Holden, of New South Wales, he despairs of seeing 
his reservations and conditions regarded, and says, roundly, 
that in Australia he would now resist any form of Protection 
whatsoever (July 5, 1868, II, 116). Finally, in a letter to A. 
Michie, of Victoria (December 7, 1868, 1b., p. 149), while admitting 
there may be a chosen few that desire only his limited Protection 
with all his limits, he sees a far more general inclination to adopt 
‘the general theory of Protection on the old ignorant grounds,’ 
supported by the old fallacies and appeals to the ‘ stupidest 
authorities.’ It seems to him that private interests would com- 
bine, as in the United States, to make a temporary expedient 
into a permanent institution. Therefore, he is now inclined to 
recommend, instead of a temporary duty, an annual grant from 
the public Treasury—in fact, a bonus or bounty. He repeats 
this conclusion in a letter ‘ to a Minister of New Zealand ’ (Decem- 
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ber 11, 1868, ib., p. 154), and to A. M. Francis, of Brisbane (May 8, 
1869, ib., p. 200).” 

This is typical of Bonar’s method—scholarly at all times, 
and very accurate.! 

Bonar’s work on Adam Smith was appreciated by economists 
both in Europe and in the United States. His article on Adam 
Smith in Palgrave’s Dictionary of Political Economy is the most 
careful summary of The Wealth of Nations that has ever come 
from an economist’s pen. He picks out with skill Adam Smith’s 
most powerful sentences, in a way that only one who has read 
and re-read The Wealth of Nations could do. Thus, in pointing 
out that the East India Company had tried to combine the two 
functions of trading and governing, which in Adam Smith’s view 
are quite incompatible, Bonar quotes the lines, not altogether 
untrue to-day: “It is a very singular government in which 
every member of the administration wishes to get out of the 
country, and, consequently, to have done with the government 
as soon as he can, and to whose interest, the day after he has 
left it and carried his fortune with him, it is perfectly indifferent 
though the whole country was swallowed up by an earthquake.” 
Bonar is fair, however, to Adam Smith, and points out that 
Adam Smith says that it is less the fault of the men than of their 
situation. The fact is that “such exclusive companies are a 
nuisance in every respect.” 

Bonar’s most lasting work will perhaps be his work on Malthus. 
It was, as already noted, on this account that Glasgow Uni- 
versity conferred on him the degree of LL.D., and Cambridge 
that of Litt.D. Since the publication of Malthus and his Work 
fifty-six years ago, Bonar has done more than any other 
economist to interpret Malthus, who always, to use Wagner's 
words ‘‘ put too sharp a point on his doctrine in order to make 
himself understood.”’ Malthus is of particular interest to India, 
as he held the Professorship of Political Economy in the East 
India College at Haileybury, the first professorship of Political 
Economy in this country, from 1805 until his death, and although 
his classes were ordinarily of only twelve or fourteen students, 
his influence during these twenty-nine years on the future ad- 
ministrators of India was great. In the festschrift article on 
Bonar’s eightieth birthday (Economic JourRNAL, March 1933), 
I quoted Sir William H. Sleeman in his little-known work An 


1 The same may be said of his outstanding paper ‘‘ The Revolutionary Element 
in Adam Smith ’’—en address to the Political and Economic Circle of the National 


Liberal Club, 30th January, 1924. 
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Analysis and Review of the Peculiar Doctrines of the Ricardo or 
New School of Political Economy (published in 1837 at Serampore, 
Bengal), in which he says: “Of all the instruction which the 
servants of the Honourable East India Company have ever 
brought with them from their parent land to India, that which 
they derived from the lectures of that truly amiable man, Dr. 
Malthus, on Political Economy, has been perhaps the most 
substantially useful to the country.” I concluded the article 
by a statement which Bonar himself had made to me: “ Malthus 
will be little heard of, because he has really done his work. People 
attend to numbers and the standard of living now in a way only 
France did before. Now I suppose we are all Frenchmen, as in 
the matter of circulation we all are Scotsmen living on pound 
notes and reading of gold in newspapers.” 

In our many conversations on the Austrian School, Bonar 
showed that he was very much at home, especially in regard to 
Bohm-Bawerk, whom he regarded as the most skilful expositor 
of final utility and its relation to value, and as the most subtle 
and penetrating critic of past and current theories of capital 
and interest. In his obituary notice on Béhm-Bawerk, Bonar 
concluded : “‘ Many of us will agree with Professor Loria when, 
in the Harvard Quarterly of October, 1891, he speaks of this 
master as ‘ one of the glories of European science.’” No clearer 
statement of the Austrian School as a whole could be desired 
than Bonar’s discussion in his second article in Palgrave’s Dic- 
tionary of Political Economy. Their deductive method appealed 
to Bonar’s analytical mind, and he showed clearly how, like Jevons, 
they found the key to the problem of value in the notion of final 
utility, and how, unlike Jevons, they regarded economics as 
having nearer affinity with psychology than with mathematics. 
Bonar shows, too, how the school had an influence extending 
outside Austria. He was scrupulously fair to Carl Menger, 
but at the same time he believed that “‘ Béhm,”’ as he used to 
call him, was the outstanding master. Professor Weiss tells me 
that he first heard of Bonar from Béhm-Bawerk, who regarded 
him most highly. 

The great friendship which existed between Edgeworth and 
Bonar could fill pages, and I need not again refer to his remini- 
scences of Edgeworth, published in this JourNat in 1926, which 
were a fine tribute to Edgeworth. Bonar mentions that he 
first met Edgeworth on the steps of the British Museum in 1889, 
and that thereafter, as they lived within a few yards of each other 
in Hampstead, they had innumerable walks and talks, their 
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friendship passing successfully through the ordeal of travel. A 
more delightful picture of Bonar’s genius for friendship could not 
be had anywhere, and what he says of Edgeworth as being pro- 
vokingly modcst, applied to Bonar himself. I sometimes found 
him exactly like Edgeworth in his remarks about men and affairs, 
He was quick and witty, and often quoted Edgeworth’s bong 
mots—for example, he loved Edgeworth’s advice: “ Never ask 
a woman the way if you can find a man,” and the queer answer 
given to him by a lady candidate at the College of Preceptors 
in 1890: “What are the objections to a paper currency?” 
Answer: “It crumples so and dirties; it rustles so.” In his 
own copy, beneath the photograph of Edgeworth published in 
the JouRNAL with the Memories, Bonar had written a translation 
of the Greek lines which are very applicable to Bonar himself, 
They read thus: 
“True, thou hadst length of days: but it was not age that removed thee; 
Nor was it swelling disease blunted the edge of thy strength. 


Nay, ’twas some envious spirit had snatched thee to Hades, all fearful 
Lest among mortals here be found one immortal indeed.”’ 


It is difficult to do justice in writing to Bonar’s kind heart 
and unfailing wisdom, which endeared him to so many friends, 
No figure, as I stated in The Times, will be more missed than his 


at the Royal Economic Society, the Royal Statistical Society 
meetings, or at the British Academy. To me, Bonar’s per- 
sonality was a type of its own, the like of which I shall never 
again meet, and I recall Cory’s translation of Callimachus’s 
lines : 
‘* They told me, Heraclitus, they told me you were dead. 

They brought me bitter news to hear and bitter tears to shed. 

I wept as I remember’d how often you and I 

Had tired the sun with talking and sent him down the sky. 

And now that thou art lying, my dear old Carian guest, 

A handful of grey ashes, long, long ago at rest : 

Still are thy pleasant voices, thy nightingales, awake ; 

For Death he taketh all away, but them he cannot take.”’ 


G. FinpLay SHIRRAS 


University College, 
Exeter. 


I, List or Booxs 


1881. Parson Malthus. 
1885. Malthus and his Work (2nd edition, 1924; Japanese 


translation, 1930). 
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. Ricardo’s Letters to Malthus (Magyar translation, 1913). 
. Philosophy and Political Economy (4th impression, 1927; 
Japanese translation, 1921). 

. Catalogue of Adam Smith’s Library (2nd edition, 1932). 

. Ricardo’s Letters to Trower (with Professor Hollander). 

. Elements of Political Economy. 

. Disturbing Elements in Political Economy. 

. The Tables Turned. (The same with other dialogues, 
1931.) 

. Moral Sense. 

. Theories of Population from Raleigh to Arthur Young. 


II. ARTICLES IN THE ECONOMIC JOURNAL 


. The Centenary of Malthus. 

Old Lights and New in Economic Study. 

. Knapp’s Theory of Money. 

. Ricardo’s Ingot Plan. 

. Memories of F. Y. Edgeworth. 

In Economic History Section : 

. In Memoriam—Jeremy Bentham. 

. Robert Owen. 

. Why Scotland had new attractions for British Economists 
in 1802. 


III. Princrpat REVIEWS IN THE Economic JOURNAL 


’ “ Bases Economiques de la Constitution Sociale, by A. 
oria. 

La Population, by Professor van der Smissen. 

. Letters of David Ricardo, edited by J. H. Hollander. 

. Le Régime Economique de la Russie, by Maxime Kovalevsky. 

. La Constituzione Economica Odierna, by A. Zoria. 

The Right to the Whole Product of Labour, by A. Menger. 

. The Distribution of Income, by W. Smart. 

Einige Strittige Fragen der Capitalstheorie, B6hm-Bawerk. 

. Capital und Capitalzins, B. Bawerk. 

The English Utilitarians, L. Stephen. 

. Kapital und Kapitalzins: Positive Theorie des Kapitales, 

B. Bawerk. 

. The Population Problem, Carr-Saunders. 

. Gesammelte Schriften von Eugen von Bohm Bawerk, Frank X. 

Weiss. 

. The Economy of Human Energy, T. N. Carver. 

. Notes on Malthus’s Principles, by Ricardo. Edited by 

Hollander and Gregory. 

. The Letters of David Hume, edited by J. Greig. 

Bibliography of Economics. Prepared for the British 
Academy by Henry Higgs. 
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IV. Osirvary NoTIcEs IN THE Economic JOURNAL 


1895. Friedrich Engels. 

1897. Henry George. 

1900. John Ruskin. 

1904. Herbert Spencer. 

1914. Eugen von Béhm-Bawerk. 
1926. James Mavor. 

1927. Philip Wicksteed. 





H. W. Macrosty | 


THE study of economic questions by quantitative methods 
has suffered a loss through the death on, January 19th, of Henry 
W. Macrosty, O.B.E., at the age of 76, within a few weeks of his 
election as President of the Royal Statistical Society. Though he 
had been long and closely associated with the R.S.S. (of which for 
twelve years he was one of the Hon. Secretaries), Macrosty’s main 
interest was not in Statistics as a science, but in the use of 
numerical data to throw light on practical economic problems, 
In early life he was one of the first members of the Fabian 
Society, and the immensely important subject of Trusts and 
Combinations, of which he made a special study, continued to 
interest him deeply throughout his life. On this subject he 
published two books, Trusts and the State (1901) and The Trust 
Movement in British Industry (1907), and his quite recent Presi- 
dential Address to the Royal Statistical Society shows clear marks 
of his sustained interest in the problem. 

Macrosty entered the Civil Service in 1884, but it was not until 
1907, when the Census of Production Department of the Board 
of Trade was established, that he had his first real opportunity of 
using his special abilities in the public service. He was trans- 
ferred to the new Department from the Exchequer and Audit 
Department, and eventually became Assistant Director, working 
for years in very close and happy collaboration with his chief 
Mr. (now Sir) Alfred Flux. During the war of 1914-18 the Census 
of Production Staff were mostly switched on to war work, and 
Macrosty distinguished himself in the direction of meat supplies 
from overseas for our armed forces. 

During the past twenty years, and especially since his retire- 
ment from the Board of Trade in 1931, Macrosty was a volumin- 
ous and acceptable contributor to the Proceedings of the Royal 
Statistical Society, before which he read six papers, all on eco- 
nomic or financial subjects, besides several articles and countless 
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reviews in the Journal. His standard of reviewing was excep- 
tionally high. He also made an important contribution to 
Statistical literature by writing the Annals of the Royal Statistical 
Society (1834-1934) for the Centenary celebrations of the Society. 

In his Presidential Address published (though not delivered) 
shortly before his death, Macrosty gave a characteristically 
modest summary of his life work. 

“T have never called myself any kind of ‘ ist’ or ‘ician.’ I 
have written no text-books. I have invented no theories. I 
have constructed no formulae. My work has mainly been team- 
work, and is buried, or enshrined in bluebooks or in memoranda 
that have been pulped long ago. I have been just a humble 
worker engaged in collecting and arranging economic facts and 
figures, and, as far as for me was possible, in interpreting them.” 

This self-estimate does far less than justice to the great value 
and variety of Macrosty’s interests and achievements. But 
what a light it throws on the lovable humility of the man ! 


H. LLEWELLYN SMITH 





J. L. CoHEN 


We regret to announce the death of Mr. Joseph L: Cohen by 
enemy bombing. Educated at a Manchester Council School and 
Cambridge, he became a University Extension lecturer in economics 
and was at one time extensively engaged in coaching pupils at 
Cambridge. Afterwards he was connected with the International 
Labour Office and was an English member of the Advisory Council 
on Social Science. For ten years he had been the economic 
adviser of Messrs. Marks and Spencer. During this time much 
of his leisure was spent as Honorary Secretary of the Central 
Council for German Jewry, which deals with the refugee problem, 
and with the Jewish National Home in Palestine. After the 
Nuremberg laws came into force in 1935 it was he who planned 
the annual regulated migration of 25,000 of the German youth. 

Amongst his published writings are the following :— 


“Insurance Against Unemployment.” London 1921. 

“Insurance by Industry Examined.” London 1923. 

“Workmen’s Compensation in Great Britain.” London 
1923. 

“Social Insurance Unified.” London 1924. 

“The Mortgage Bank.” London 1931. 

“ Building Society Finance.” London 1933. 
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CuRRENT TOPICS 


TxE following have compounded for life membership of the 
Royal Economic Society : 


Brame, W. Lingwood, F. J. 
Burke, J. F. Litman, S. 
Chambers, R. D. Lord, E. T. 
Chavero, A. McLeish, J. 

Coates, Dr. W. H. Newling, R. 8. 
Cole, Prof. A. H. Nisbet, J. W. 
Crowther, G. Noyes, C. Reinold. 
Daniell, P. J. W. Putnam, Miss B. H. 
Denby, E. H. Reiner, J. 

Donnan, W. Robson, J. 8. J. 
Ennis, Prof. W. D. Russel, A. W. 
Fleming, J. Russell, Martin. 
Fletcher, H. Saunders, Amos. 
Flood, M. M. Schlauch, Prof. W. S. 
Forrester, R. B. Schumach, G. J. D. 
Fraser, G. E. Sileock, T. H. 

Fry, H. Smith, P. W. G. 
Fryars, R. F. Tanenbaum, J. 
Gaskell, R. H. Tapscott, C. 8. 
Hall, F. G. Tarshis, L. 

Hay, J. F. Villasenor, Prof. E. 
Hill, G. B. Weber, O. F. 
Himsworth, E. Wheeler, H. T. 
Hohé, H. G. Williams, J. B. 
Jeidels, Dr. O. Wiseman, F. D. 
Kearon, G. W. Woycik, S. 


Landone, Brown. 


Composition for fifteen years’ Library subscriptions :— 


Edinburgh University. 


Massachusetts Institute of Technology. 
Mount Holyoke College, U.S.A. 


The following have been admitted to membership of the 


Society :— 

Agarwal, S. N. Araquistain, L. Bergin, 8. 

Ahluwalia, Sirdar Augustine, K. M. Betts, W. H. V. 
K. S. B. Baggott, J. V. Bhatnagar, S. G. 

Appleton, Miss B. F. Barrell, G. R. Bieri, H. 
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Bonython, J.L. 
Brown, H. P. C. 


Bushey, Prof. J. H. 
Cadman, Dr. P. F. 


Clarke, J. 
Claxton, F. A. 
Cole, H. 


Conacher, M. D. 
Coventry, W. F. 
Cowie, G. 

Cox, 8. M. 
Crockett, G. R. 
Daker, N. 
Davenport, R. M. 
Davies, E. G. 
Davis, G. H. 

de Wahl, J. 
Dennis, F. H. : 
Desai, R. R. 
Duff, J. McC. 
Fitzpatrick, H. 
Fradd, V. G. 


Fraenkel, Dr. H. R. 


Gammal, A. K. 
Govindacharijula, 
Prof. A. 
Greenwood, G. A. 
Haley, B. F. 
Hamilton, F. A. 
Hansen, A. S. 
Harris, P. 
Hodgson, D. 
Holman, E. D. 
Holmden, E. C. 
Howard, M. G. C. 
Howgill, W. G. 


Trigoyen, C. A. 


The following have been admitted to Library membership of 


the Society :— 


CURRENT TOPICS 


Johnson, E. C. C. 
Jones, Prof. A. H. 


Jones, D. R. 
Jordan, B. 
Kerr, G. 
Klemmer, H. 
Lewis, G. E. 
Lintott, G. D. 


Livingston, J. A. 


Mack, R. G. 
McEvoy, P. A. 


MacGarvey, C. J. 
McPherson, E. E. 


Madge, C. H. 


Maxwell-Gumbleton, 


Mrs. M. 
Mellor, F. 


Mirchandani, H. M. 


Mistri, B. J. 
Mondal, H. B. 
Money, F. J. 8. 


Montgomery, Prof. 


R. H. 
Morgan, E. V. 
Myers, V. 8. 
Nadarajan, M. 
Nicholls, G. L. 
Norton, J. P. 


O’Brien, Dr. C. C. 


O’Gorman, J. H. 
Owen, A. 
Patrick, D. H. 
Pearson, J. A. A. 
Pettit, G. H. N. 
Philipse, A. H. 
Pierson, A. C. 


Rampal, T. C. 


Buffalo Public Library. 


Dun & Bradstreet Inc. 





Reilly, Lt.-Col. E. E. 


Rice, Miss M. E. 
Rockley, L. E. 
Roper, J. I. 
Rosenberg, R. 


Ross-Watson, W. D. 


Sage, A. E. 
Sclare, Miss M. 
Scott, A. H. 
Shaw, W. M. 
Shires, L. 
Shorse, H. J. H. 
Short, E. H. 
Simpson, W. L. 
Skelton, P. H. 
Smith, G. K. 
Snook, T. W. 
Spann, R. N. 
Spencer, R. J. 
Squire, L. A. 
Steele, R. I 
Thornhill, W. 
Thornton, J. R. 
Titmus, H. T. 
Tucker, R. 8S. 
Ward, D. 
Ward, G. R. 
Wardale, G. A. 
Wardale, P. J. 
Watkins, A. W. 
White, G. V. 
White, K. 
Williams, F. 
Winton, J. R. 
Wood, W. C. 


Wurzell, Dr. B. T. 
Punyaprabhasara,M. Young, Prof. R. A. 
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On his appointment to be United States Ambassador to Great 
Britain, Mr. J. G. Winant has resigned the Directorship of the 
International Labour Office. The Deputy Director, Mr. E. J. 
Phelan, has assumed the Directorship until the Governing Body 
appoints a new Director. 





FSSSEs Hee ow 


RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 

Part IV, 1940. The Overseas Trade of the United Kingdom, 1930-39: 
H. W. Macrosty. Some Constituents of the National Income: A. L. 
Bowery. Changes in Salaries in Great Britain, 1924-1939: Joan G. 
MarLey and H. Campion. 

Economica. 

NovEMBER, 1940. THileen Power, 1889-1940: J. H. CuapHam. The 
Terms of Trade: F. Bennam. A Note on Tariffs and the Terms of 
Trade: N. Katpor. Charles Louis, Elector Palatine, 1617-1680 : 
J. H. CuapHam. John Francis Bray: H.J.Carr. Capital Value and 
Income: F. W. PatsH. Economic Institutions and the New Socialism : 
W. H. Horr. 

Review of Economic Studies. 

OcToBER, 1940. Economics by Motion Symbols: M. Potanyt. Capital 
Levies in Central Europe, 1919-1924: L. Rostas. Local Rates and 
Housing Subsidies : Marian Bowtrey. The Nature of the Inducement to 
Invest: G. L. S. SHackte. Uncertainty and Inducements to Invest : 
A. G. Hart. A Reply: G. L. 8. SHackte. Complementarity 4 
Interrelations of Shifts in Demand: O. Lance. A Comment: J. 
Hicks. 

Oxford Institute of Statistics. 

ButLeTIN, Vou. 2, No. 10. The Third Quarter: M. Katecxi. Economic 
Mobilisation: T. Batocu. War Material from the U.S.A.: E. J. 
BUCKATZSCH. 

BULLETIN, Vou. 2, No. 11. Working-Class Budgets: A. L. Bowtry and 
T. ScHuutz. Aspects of the Shipping Question: D. H. Macerecor. 
The Accumulation of Raw Material Surpluses: S. Moos. Earnings, 
1938 and 1940: A. L. Bowtry. The New Bill for War Damage Com- 
pensation : T. BaLoau. 

BuLLeTIN, Vou. 3, No.1. General Rationing : M. Katecxt. International 
Commodity Control : 8. Moos. 

ButteTin, Vou. 3, No. 2. Eaport Policy since the Outbreak of War: 
G. D. N. Worswick. Development-Projects in Great Britain during the 
War: P.W.S. ANpREws. Working-Class Budgets in October ; Analysis 
of Dietary : T. Scuutz. The Cost-of-Living Index: J. L. NIcHOLson. 

ButteTIn, Vow. 3, No. 3. Income and War Finance in Canada: J. 
StemnDL. The Ministry of Labour Budget Inquiry: J. L. NicHOLsoN 
and T.Scouuz. Food Policy: P.W.S. ANDREWws. Notes on Finance : 
M. Katrecxi. Notes on the Cotton Industry: G. D. N. Worswick and 
T. Bato. 

BuLLeTin, Vou. 3, No.4. The Financial Position on the Eve of the Budget : 
M. Katecxr. Signs of I: jon: J. L. NicHotson. Concentration in 
the ‘‘ Non-Essential tal” I tries: T. Batocn and F. Burcuarpt. 
The Canals: E. J. Buckatzscn. The Shipping Situation: 8. Moos. 
yaw of Old Age Pensioners and Households on Public Assistance : 
. SCHULZ. 


Transactions of the Manchester Statistical Society. 
Szssion 1939-40. The Measurement of Real Income: A. L. Bow ry. 
Man-Power in Agriculture: J. P. Maxton. An Haperiment in Tariff 
ony Y Sim P. AsHLEY. Economic Interferences with London Trans- 
Pick. The Taxation of Excess Profits in War-time : URSULA 
MNO. 201.—VOL. LI. M 
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K. Hicks. Analysis of Germany’s Foreign Trade and the War: H. ¢, 
Hiimann. The Regional Development of Public Utility Services : R.N, 
Spann. Statistics; a Technical Tool in the Chemical Industry: §, 
Horrosin and O. L. Davis. 


The Manchester School. 
Vou. XI, No. 2. Ocroser, 1940. Irish Agriculture Then and Now: 
J. Jounston. Six Years of Controlled Milk Prices: P. CHANTIER, 
British War Controls : J. Starrorp and H. Hartiey. 


World Order Papers. 

First Series. World Order : an Attempt at an Outline : Str JOHN Fiscueg 
Wiuiams. Federation and the League: Gitpert Murray. Peace 
Federation ? : Suz WILLIAM BEVERIDGE. Comments on the Papers by Prof. 
Murray and Sir William Beveridge: J. A. SPENDER. Some Doubts ag 
to the Imminence of the Millennium: P. Horsratt. Economic Factors 
and International Disunity : L. Ropsrins. Purpose and Force—the bases 
of order : G. VICKERS. ‘ 


The Political Quarterly. 


JANUARY—MarcH, 1941. What Happened to France: D. W. Brogan, 
The ‘‘ New Order” and the Balkans: Fanta. The Law of Landlord and 
Tenant: G. W. Keeton. The Blockade and the New Economic Order : 
E. V. Francis. Parliament in Wartime, IV: W.I1. JENNINGS. Re- 
jlections on Air Raids: Krnestey Martin. England and the Aliens: 
N. Bentwicu. The Ministry of Information: W.N. Ewer. The Sub- 
sistence Minimum in Germany : HERSIN. 


The Eugenics Review. 
OctosEeR, 1940. The Horder Report. Tuberculosis in Young Adults. 
Analysis of Physique. 
The Banker. 
DeceMBER, 1940. Insurance ina Year of War. The Nazi ‘‘ New Order in 


Europe”: P. Exnzic. 
JANUARY, 1941. The Financial Problem of 1941 : Joan Rostnson. 
Fresruary, 1941. Nazi ‘“* New Order” Finds a British Apologist: P. 


Ermzic. America and the War. 
Marcu, 1941. Britain’s External Finances. 


Planning. 
No. 169. London under Bombing. 


Fabian Quarterly. 
No. 28. This People’s Army: T.StTEvENs. Local Government in Decline: 
J. Sunzitvan. Colonial Blind Alley: Rita HinDEN. Government Meat 
Policy : D. GrinsBure. 


International Labour Review. 

AvuGustT-SEPTEMBER, 1940. The Problem of Agricultural Labour. Com- 
pensation for War Victims in Italy. Military Service and Contracts of 
Employment (Italy ; Rumania ; Greece). 

OcToBER—NOVEMBER, 1940. The I.L.0. Looks Ahead. Economic Organ- 
isation for Total War: E. F. PENROSE. 

DrceMBER, 1940. The Rowell-Sirois Report. 

JANUARY, 1941. Industrial Home Work in the United States : Friepa 8. 
MrutER. Wartime Organisation of the Canadian Employment Market: 
ExvizaBETH H. MAYER. 

FEeBRuARY, 1941. Some Aspects of German Social Policy under the National- 
Socialist Régime: P. War.Brorck and I. Besstine. International 
Comparisons of Food Costs: R. M. WoopBuRyY. 
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The Canadian Journal of Economics and Political Science. 


November, 1940. The Significance of Outstanding Securities in the Inter- 
national Movement of Capital: A. I. Buoomrirenp. War Finance and 

: the Canadian Economy, 1914-20: J. J. Deutscn. The Independence 
of Municipal Councils in Ontario: K. Grant Crawrorp. Rural 
Municipal Difficulties in Alberta: A. 8. ABELL. 

Fesruary, 1941. An Approach to War Finance: A. F. W. PiumprTReE. 
Some Economic Aspects of Air Transport: A. W. Currie. Inter- 
Temporal Relations of Demand and Supply within the Firm: M. W. 
ReDER. Gross and Net Investment in Canada: D. C. MacerREcor. 


The South African Journal of Economics. 


SEPTEMBER, 1940. Economic Lessons of the Allied War Effort: W. H. 
Horr. The Nature and Significance of Fascism: F. A. Hatcut. Con- 
trol of Agriculture in South Africa: J. M.TintEy. Some Reflections on 
the Financial Policy of Certain Municipalities towards the Natives within 
their Boundaries: D. G. SHepstone, R. H. Smiru, H. R. Burrows i 
and R. J. RANDALL. 


The Indian Journal of Economics. 


Juty, 1940. The Zamindari Problems in Madras: P. J. THomas. A 
Sche:ne for the Survey of Rural Indebtedness in India: B. G. Guatr. 
The State and Economic Life: A. 1. QuREsHI. The Bombay Industrial 
Disputes Act, 1938 : N. H. Parpasanl. 

OcroBER, 1940. The Sociological Elements in Price Economics: R. 
MUKERJEE. Gandhi's Economic Ideal and Creed: M. Hassan. The 
Economics of Soil Erosion and its Influence on National Life: B. 
MUKERJEE. The Basis of Land Tax: B.C. Srunwa. 


The Economic Record. 


DecemBer, 1940. Maximum and Equity in Relation to the Empire’s War 
Effort: H. R. Ranperson. Some Aspects of War Finance: K. 8. 
Istes. New Zealand’s War Economy: W. B. Sutcu. EHachange 
Control in New Zealand: A. R. Low. Production Costs on Four West 
Australian Wheat Farms: F. O. GRoGan. 


The Quarterly Journal of Economics. 

NovEMBER, 1940. Competing Products and Monopolistic Competition : 
M.A.CoPpELAND. The Structure of Interest Rates: F.A.Lutz. Popula- 
tion Growth and Investment Opportunity: A. R. Sweezy. The Effect 
of the Reciprocal Trade Agreements upon the Foreign Trade of the United 
States: Grace Beckett. Equilibrium in Monopolistic Competition : 
A.Smiruies. The Economic Limit and Economic Burden of an Internally 
Held National Debt: D. McC. Wricut. The Relative Movements of 
Real and Money Wage Rates : R. Rueeues. 

Fepruary, 1941. The Meaning of “Price Policy”: E. G. Nourse. 
British War-Time Control of Copper, Lead and Zinc: J. BACKMAN and 
L. Fisoman. The Relationship between Total Output and Man-Hour 
Output in American Manufacturing Industry: H. M. Oxtver. The 
Cost of Distribution: W.Matensaum. The Profit Rate as a Measure 
of Monopoly Power: J. 8. Barn. 


The Journal of Political Economy. 


Ocrozer, 1940. Toward a Theory of Business Taxation : P. SrupDENSKI. 
Foreign Trading in American Stock-Exchange Securities : H. G. Wurre. 
Adam Smith's Empiricism and the Law of Nature. II: H. J. Brrrer- 
MANN. Additional Workers on the Labor Market in Depressions: W. 8. 
WoytTinsky. 

DeceMBer, 1940. The Cost Curve for Steel Production: KatTuryn H. 

Wyvure and M. Ezexrer. John R. Commons’ Concept of Twentieth- 

Century Economics: A. G. GrucHy. Seniority in Mass-Production 
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Industries: F. H. HARBISON. The Novels of Thomas Deloney as Source 
for ‘‘Climate of Opinion” in Siateenth-Century Economic History; 
G.W.Kueun. A Statistical Study of the New York General Incorporation 
Act of 1811: W.C. Kesster. Price Flexibility and Concentration in the 
Agricultural Processing Industries : W. H. NicHOLts. 

Fesrvary, 1941. Industrial Europe at the Time of the Reformation : J.U, 
Ner. The Capital-Deposit Ratio in Banking Supervision : R. I. Roz. 
son. Mediation, Arbitration and Investigation of Industrial Disputes in 
New York State, 1937-40 : W. P. ARENWALD. The Effect of the N BA 
Lumber Code on Forest Policy: J.S8. Duncan. Monopoly Prices under 
Joint Costs: M. R. Corserc. The Canadian Royal Commission on 
Dominion-Provincial Relations: H. L. Lutz. 


The Review of Economic Statistics. 

Fresruary, 1941. Defence Financing and Inflation Potentialities : A. H, 
Hansen. External Aspects of a War and a Defense Economy: S&S. E, 
Harris. Graphical Survey of Economic Developments. Annual Saving 
and Underspending of Individuals, 1926-37 : G. S. FuncuHer. Alterna. 
tive Monetary Approaches to Interest Theory: W. FELLNER and H. M. 
Somers. The Effect of the Rate of Interest on Investment : T. HAAVELMo, 


Journal of the American Statistical Association. 


DeceMBER, 1940. The Trend of the Birth Rate by Age of Mother and Order 
of Birth: A. J. Lorxa and M. Spizcerman. The Effects of Federal 
Revenue Acts of 1938, 1939 and 1940 on the Realisation of Gains and 
Losses on Securities : Q. F. WALKER, W. T. Cottis and D. E. Hicerms, 
The Sampling Procedure of the 1940 Population Census: F. F. Strepuan, 
W. E. Demine and M. H. Hansen. Changing Seasonal Fluctuations in 
the Amounts of Public and Private Assistance and Earnings on CWA and 
WPA Projects in 116 Urban Areas, 1929-38 : D.B. YNtEMA. A Graphic 
Short Cut to the Moving Average Method of Measuring Seasonality : W. A. 
Spurr. The Calculation of Correlation Coefficients from Ungrouped Data 
with Modern Calculating Machines : P. 8. Dwyer. 


The American Economic Review. 


DeceMBER, 1940. Wehrwirtschaft ; Economics of Military State: H. W. 
SpreGEL. Two Federal Revenue Acts of 1940: R. G. Buaxey and G. €. 
BuakeEy. Cutthroat Competition: L. G. Reynotps. Characteristics o 
Savings Deposits : W. Wretruinc. Classical Theory of Inflation: K. 
Niesyu. Incidence of Taxation: G. HoLpen. Commercial Policy, 
1931-39: R. C. Snyper. Effectiveness of National Labor Relations 
Act: J. V. Spretmans. Elasticity of Demand and Cost Data: W. 


LEONTIEF. 


The Annals of the American Academy of Political and Social Science. 


NoveEMBER, 1940. Children in a Depression Decade. 
January, 1941. New Horizons in Radio. 


Econometrica. 


OctToBER, 1940. The Service Industries in Relation to Employment Trends : 
D. WEINTRAUB and H. Macporr. The Inadequacy of Testing Dynamic 
Theory by Comparing Theoretical Solutions and Observed Cycles: T. 
HAAVELMO. Quantity Adjustment Factors in Cost-of-Living Ratios: 
R. M. Woopsury. Recursive Methods in Business-Cycle Analysis: 
M. M. Froop. The Effect of the Undistributed Profits Tax upon the 
Distributing of Corporate Earnings : A Note: H.G.Guramann; A Reply: 
F. McIntyReE. 

January, 1941. Confluence Analysis by Means of Lag Moments and 
Other Methods of Confluence Analysis: O. Reterset. The Problem of 
Assigning a Length to the Cycle to be Found in a Simple Moving Average 
and in a Double Moving Average of Chance Data: E. L. Dopp. The 
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Method of Minimised Areas as a Basis for Correlation Analysis: E. B. 
Woottey. Monopolistic Price Policy in a Spatial Market : A. SmMIrHIEs. 
A Note on the Variate Difference Method: T. Haavetmo. Note on the 
Theory of Depreciation: G. A. D. PremreicH. A Reply: K.-G. 
HacstrorMmM. A New Method of Trend Elimination: M. Ka.ecxi and 


B. TEw. 
Social Research. 


NovemBeR, 1940. Nazi Infiltration in Ibero-America: F. pE tos Rios. 
The Future of Totalitarian Barter Trade: H. Sraupincer. The 
Government as a Business ; a consideration of budget problems in relation 
to the general welfare: H. E. Gaston. Full Employment through Tax 
Policy: G. Coum. War and Peace Economics of Aviation: K. Lacu- 
MANN. Austria; Guilt and Virtue, I: E. K. Winter. Literature on 
Economic Planning (Note): C. LANDAUER. 

Fesruary, 1941. Conscription of Capital: A. Fremer. The Hermann 
Goring Works: K. Lacumann. Lack of Confidence: J. MARSCHAK. 
Expropriation of Alien Property: J.H. Herz. Emil Lederer. Austria: 
Guilt and Virtue, II: A. K. WrintER. 


Journal of Farm Economics. 


NoveMBER, 1940. Price Analyses, Wars and Depressions: M. EzExKI&.. 
War-Time Price Control in the United Kingdom: J. H. Ricuter- 
ALTSCHAFFER. Democratic Telesis and County Agricultural Planning : B. 
Ryan. Crop-yield Index Numbers: E. J. Worxiunc. The British 
Program for Farm Labor: M. R. BEenepicr. Contributions of Soil 
Science and Agronomy to Rural Land Classification: C. E. KEttoaa. 
Contribution of Co-operation to the Problem of Distribution: W. E. 
PAULSON. 

Foreign Affairs. 

JanuaRy, 1941. A Trade Policy for National Defence: P. W. BIDwEtu 
and A. R. Urpcren. The Enigma of Soviet Production: FrReDA UTLEY. 
The Canadian Economy in Two Wars: G. DEXTER. 


Wheat Studies (Stanford, California), 

OcroBER, 1940. Wheat Subsidisation and Exports; the Experience of 
1938-39 : V. P. TimosHENKO. Government interventions on wheat 
markets and various schemes of wheat subsidisation reappeared in the 
third quarter of 1938. In particular, wheat exports were subsidised 
during 1938-39 by practically all the principal exporting countries. 
American subsidisation represents the clearest case of direct export 
subsidy, but other exporting countries icipated in competitive sub- 
sidisation, which resulted in a substantial depression of wheat prices in 
international markets. Competitive subsidisation of exports, which 
threatened to continue at great loss in 1939-40, was prevented by the 
onset of the European war. The war soon led to concentration of 
wheat-buying in many of the important countries, and the problem of 
coping with war-time conditions made Government interventions in 
wheat markets indispensable for all countries involved in the war. 
Altogether, extensive study of the experience with competitive sub- 
sidisation in 1938-39 yields little support for this approach to the 
problem of coping with ee luses of wheat, 

NovemBer, 1940. Price ions of Liverpool Wheat Futures, with special 
reference to the December—March spread: S. Hoos and H. Worxrine. 

In spite of important similarities which are not dependent on special 

eomditions in a particular market, the influences that may affect price 

relations between different wheat futures in a great importing market 

differ in many respects from those affecting price relations in such a 

market as Chicago. E tations of subsequent developments are 

reflected in prices of futures about equally. The price spread 
between the mber and the March futures at Liverpool appears to 
have depended mainly on conditions that tend to determine the level of 

European stocks of imported wheat at about the end of December. 
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DEcEMBER, 1940. The World Wheat Situation, 1939-40: J. S. Davis, 


In 1939-40, with carry-over and crop each the second largest in history, 
wheat supplies for the world ex-Russia surpassed the high record of 
1938-39. The start of the war, the sudden disaster to the Argentine 
harvest of 1939 and the bad start of the United States winter-wheat 
crop and its miraculous recovery greatly influenced the season’s wheat 
developments, and the volume of international trade in wheat and 
flour exceeded 600 million bushels. From very low levels in August 
1939, wheat prices rose sharply in September and remained on a fairly 
high level until the collapse of prices in May. In spite of wheat con- 
sumption being generally well maintained, the world c -over reached 
an all-time peak with stocks heavily concentrated in North America, 
Australia and Europe. Despite crop reductions in Continental Europe, 
world wheat supplies now oy ood even larger than in 1939—40. 

World Wheat Survey and Outlook, January 1941 : Hetzn 
C. Farnsworts and B. M. JENsEN. World wheat supplies for 1940-4] 
are of record size, and concentrated heavily in overseas exporting 
countries. In continental Europe, ex-Russia, wheat ——— are 
moderately light, unevenly distributed, and partly withheld from 
consumption by Governmental agencies and by farmers. World wheat 
exports in August—December were lower than in any preceding yon of 


' the present century, with the possible exception of 1917-18. 


January-July, world exports seem likely to continue low, perhaps 
bringing the crop-year total to 450 million bushels. In the major 
exporting countries, Government price-supporting measures will pre- 
sumably continue to dominate the course of wheat prices. In the 
United States prices will be affected, not only by the operation of this 
year’s wheat-loan programme, but also by the outlook for changes in 
the Government’s agricultural programme for 1941-42. 


Ekonomisk Tidskrift. 


Marcu, 1940. Articles : Some Aspects of Economic Help for Finland: A. 


Monteomery. In an article written while the Russo-Finnish war was 
in progress, Dr. Montgomery discusses various ways in which Sweden 
might go to the help of the Finnish economy. He emphasises par 
ticularly the Finnish need for capital import, and advocates the exten- 
sion of agricultural production in Sweden. A Bird’s Hye View of the 
Economic History of the Swedish Iron Industry : E. F. Heckxscuer. An 
outstanding survey of the origins and early history of the Swedish Iron 
Industry. Charts are given showing movements of output, wages, home 
and export prices, for the different grades of the product over the period 
1732-1815. Those relating to the Napoleonic period are extremely 
suggestive for a comparative study of the importance of Swedish iron in 
world conflicts, and the effects of blockade. Hayek and the Ricardo 
Effect: C. Wetinprer. A criticism of the view expounded by Prof. 
Hayek in Profits Interest and Investment, that the fall in real wages in 
the later stages of an upswing causes a recession in investment because 
labour has become cheap relatively to capital. The author’s main 
objections to Prof. Hayek’s argument are: (i) that it is by no means 
well established that real wages fall to an important extent in the boom; 
and (ii) that there is little evidence that the rate of interest plays the 
important réle ascribed to it in normal entrepreneurial planning, outside 
of the building industry. Prof. Hayek’s position is considered to be 
due to a faulty theory of pianning. The effect of too static an approach 
in capital theory is fend ws to foreshorten the period for which the 
entrepreneur is ——— to plan. In reality he is not much moved by 
@ current change which he believes to be temporary. Notes: (i) On the 
bg of the attachment of additional wage rates to the Cost of Living Index: 

- MeTetivus. (It is estimated that there is a certain danger of inflation 
ahead as a consequence, but that the change is not so important as to 
give rise to immediate apprehension.) (ii) On the Current Budget : R. 
SUNDEN. Mainly descriptive. ; 
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Jung, 1940. Articles: How Should the War be Paid For?: Karen Kock. 
A review article on Mr. - «" How to Pay for the War, and other 
current British literature. Dr. Kock’s main objections to the Keynes 
Plan are that it pays insufficient attention to the necessary contraction 
of investment, that it is not practical politics to introduce a large-scale 
social reform such as Family Allowances at such a time, and that the 
effect of including them would probably lead to an insufficient contrac- 
tion of consumption in the lower-income groups, whereas the — 

d for the higher-income groups would impinge dangerously on 
a ond contractual expenses. Cyclical Relations » Pca Price and 
Quantity in Swedish Foreign Trade, 1920-37: J. Akerman. Dr. Aker- 
man is impatient with the limitations of the statistical demand apparatus 
developed by Schultz and others. While fully alive to the complications 
of the influences determining demand, he believes that a greater aid to 
forecasting could be obtained from a close study of price and quantity 
relations of selected import and export goods, over a period of at least 
two cycles. This thesis is developed in a series of interesting graphs of 
twenty export and twenty import goods over the period 1920-37. 
Special circumstances affecting the particular goods are carefully noted. 
Ts qeoducte are then grouped’ according to the intensity of change 
and its cyclical incidence. is is followed by an analysis of the relation 
between certain imports and related exports. Finally Dr. Akerman 
allows himself to draw a few cautious conclusions, but the main interest 
is clearly in the method rather than in the results. Price Control and 
Cost Accounting under Blockade Crisis, II : S. Caruson (the conclusion 
of an article + ge in the December, 1939, Tidskrift). Dr. Carlson 
first discusses the various methods—correct and incorrect—commonly 
employed in apportioning overheads in the production plan, and proceeds 
to show the difficulties which arise both in respect of raw materials and 
of depreciation quotas of equipment, when certain markets are no longer 
available and consequently prices may vary largely and arbitrarily. 
While holding that the costing problem is not fundamentally altered 
by the blockade, Dr. Carlson emphasises that the new cost relations call 
for increased care and detail in costing, including often a reclassification 
of different categories of costs. Note: On the German plans for closing 
consumption goods factories, and the concentration of production: R. 
MEIDNER. 


Revista de Ciencias Econémicas (Buenos Aires). 


Fresruary, 1940. El ‘‘ Crédit foncier de France”’: L. S. TREVISAN. 
Justificacién metodolégica de la Economia Pura: J. P. Arrarte. La 
sociedad de responsabilidad limitada y la limitacién de la responsabilidad 
individual en el comercio : A. SORDELLI. 

Marcu, 1940. Justificacién me jgica de la Economia Pura: J. P. 
ARRaRTE. La sociedad de resp Widad limitada y la limitacién de la 
responsabilidad individual en el comercio: A. SoRDELLI. Ratificacién de 
3 convenciones de la Organizacién Internacional del Trabajo: M. R. 

(CHELE. 

Apri, 1940: La implantacion de subsidios familiares : F. MEMELSDORFF. 
Sobre una errénea determinacién de la itud de la eclipse: C. A. 
Batzarorti. La existencia de petrdéleo y su probable duracién : MaRIa 
Luisa CANNELLE. 


Ekonomist (Zagreb). 


JuLy-AUGUST-SEPTEMBER, 1940. Price Problems and their Movements in 
Banovina Croatia: M. Fister. Effects of Price Control in Banovina 
Croatia: F. LasoS. Social Aspects Concerning the Rise of Prices in 
Relation to Wages: S. Panrewié. Montenegro in the Jugoslav Federa- 
tion: Z. Peri6. New Forms of Foreign Trade and Agriculture: J. 
Firrk. Mortgage Obligations and their Réle on the Capital Market in 
Switzerland: A. Kapracié. Agricultural Surplus Population: C. E. 
Warrrte and A. V. Torev. 
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OcrosEr, 1940. Problem of the Reorganisation of the State Mortgage Bank ; 
8S. Kavié. Our Production of Fats and Oile: J. Z. HaMPERI. Obseryg. 
tions on the Theory of Joseph Schumpeter: N. Mtrxovié. Continenial 
and English Liberalism: R. H. S. Crosmann. 


The Yenching Journal of Social Studies. 

Fesruary, 1940. Commodity Prices in North China since 1937: Liy. 
Cuuane CHENG. School Land; a Problem of Educational Finanee : 
T’ar-Cx’u Liao. The Theory of Co-operation; a Preface to Social 
Economy, I: J. B. Tayter. Early History of China’s Hxternal Debts : 
GIDEON Ca’EN. 





NEW BOOKS 


British. 


AITKEN (A. C.). Statistical Mathematics. Edinburgh: Oliver & 


Boyd, 1939. 73”. Pp. vii+ 153. 4s. 6d. 

[This little book, one of a series of University Mathematical Texts, is primarily 
intended for the mathematician. It must have been very difficult for the author 
to decide what to include and what to leave out. As it stands it is extremely 
good value for money. The person who has already some knowledge of the con. 
tent of the book must admire the method of presentation, even though he notes, 
at the same time, the gaps. There is no doubt that a book of this nature, which 
includes the a of a University course of mathematical statistics within 
&@ comparatively s: compass, must leave out a great deal of detailed discussion 
and treatment. It is probable that this kind of book will be of the greatest use 
to students if it serves as the background to lecture notes. Presumably, it is not 
intended for perusal by a student working on his own. One could imagine such 
@ student ya age pes of one sort or another continuously as he progresses 
through the book. The cover says, ‘‘ The methods used presume a knowledge of 
algebra up to the binomial theorem and the simpler infinite series, and of ele- 
mentary calculus.’’ But one feels instinctively that more than this is required. 
At the beginning the student is introduced to a discussion on probability which 
is not lightly to be tackled. The idea of rating functions is introduced at an 
early stage. One feels that this idea will be more acceptable to a person who 
has done a considerable amount of mathematics. It is obvious that, with the 
limiting of the book to a small compass, terseness occasionally leads to dogma 
where there is no intention to dogmatise. For instance, on e 34 the author 
says, “ The indeterminacy of the median of an even number of discrete values of 
2, matters exceedingly little in practice, the two middle values being for the 
most part indistinguishably close.” The indeterminacy of the median may 
matter little in practice, but it is questionable whether the two middle values 
are even for the most part indistinguishably close. There is no reason why they 
should be. Again, on p. 35, it is questionable whether “the second moment is 
obviously a suitable measure of dispersion.’’ We may decide to use it as such 
@ measure, but is it obvious? Another small matter may be mentioned, On 
p. 38, the author refers to kurtosis. If Dr. Aitken plots two curves which are 
symmetrical, having the same area and the same standard deviation, he will 
probably find that the leptokurtic curve has the greater B,.] 


AtLEN (W. E. D.). The Ukraine. London: Cambridge Univer- 


sity Press, 1940. 8}”. Pp. xvi + 404. 2ls. 

[A serious and scholarly contribution to the history of Eastern Europe, which 
traces from the earliest times down to the present day the importance of the 
bg aor the history of that part of Europe which lies between the Vistula and 


Bagot (J. H.). Juvenile Delinquency. London: Jonathan Cape, 


1941. 9°. Pp.93. 5e. 
[This is the first of a new series of studies of social problems issued from the 
Division of Statistics in the Social Science Department of the University of 
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Liverpool, and is the result of research carried out in association with that ope 
ment. The book aims at giving an unbiased study of the offences, the delin 
quents, their home background and their treatment, and the material is presented 
in a clear and simple way so as to appeal to all interested in the subject. The 
conclusions are based mainly on the results of a detailed analysis of records placed 
at the disposal of the author by the Chief Constable, the Probation Committee and 
the Director of Education of the City of Liverpool. The book ends with certain 
recommendations and with an appendix on delinquency in war-time, as the 
investigation which forms the basis of the study was made in the years 1937 and 
1938.] 

BaLAKRISHNA (R.). Industrial Development of Mysore. Banga- 
lore Press, 1940. 83”. Pp.x+ 319. Rs. 5. 


[To be reviewed.] 


BRETHERTON (R. F.), Burcuarpt (F. A.), and RuTHERFORD 
(R. 8. G.). Public Investment and the Trade Cycle. Oxford: 
Clarendon Press, 1941. 8}’. Pp. vi+ 454. 30s. 

[Reviewed in this issue.] 

Brogan (D. W.). U.S.A.: An Outline of the Country, its People 
and Institutions. London: Oxford University Press, 1941. 7}”. 
Pp. 144. 2s. 6d. 

[A lively, entertaining, penetrating account of American life, manners, and 
politics. ] 

Cambridge History of the British Empire. Vol. II. The Growth of 
the New Empire, 1783-1870. Cambridge: University Press, 1940. 
9”. Pp. xii+ 1068. 50s. 

[Reviewed in this issue.] 

CHAMBERS (E. G.). Statistical Calculation. London: Cambridge 
University Press, 1940. 83”. Pp. 110. 7s. 6d. 


[This book, written for students of the biological sciences and especially 
chology, is equally useful for students and research workers in the social 
sciences who require the use of statistical methods but have no time or no know- 
of mathematics to master the intricacies of statistical theory. A number 

of worked examples form the skeleton of the book, accompanied by illuminating 
notes and supported by a text which connects it and makes it a coherent whole. 
The author a@ sound knowledge of the underlying theory, even if he does 
not go into any theoretical reasoning. He presents the bare results of the 
relevant theory at the opening of each section, then proceeds at once to describe 
the practical method of calculation giving a few hints which facilitate arithmetical 
work, and finally works out one or two e les and e ts the reader to follow 
him with paper and cil in hand. The field covered is more extensive than 
we should expect. e start with the calculation of descriptive statistics, such 
as averages, measures of vena and skewness. Then come an early intro- 
duction of the normal distribution and a chapter on the significance of means 
of samples. After interpreting the product-moment correlation, the theme 
widens to include partial and non-linear correlation and also several methods of 
correlating non-quantitative data. Scattered throughout the book we find 
descriptions of the opens tests of significance. One after another we are 
made familiar with several of the more complicated tests, for example, the ¢ and 
z test, without going into the underlying theory. The book is concluded by a 
— on the chi-square test and its two main applications, contingency and 


of fit. This exposition of the various tests of significance makes the 

k useful also for the advanced student who may find references for specialised 

reading. The reader has at his disposal ample material for exercises and some 

of the tables in the appendix are novel ond only found hitherto in expensive 
publications.) 

' CuaupHury (N. N.). Pragmatism and Pioneering in Benoy 
Sarkar’s Sociology and Economics. Calcutta : Chuckervertty Chatter- 
jee, 1940. Pp. 152 + vii. Re. 3. 

[This latest addition to the rapidly increasing literature dealing with the 


thought and writings of Benoy Sarkar contains one chapter, out of three, dealing 
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with his economic work. His main contribution to the development of economig 
thinking in India was a more scientific approach, coupled with a careful study of 
the application of the methods and means developed elsewhere to the social and 
economic problems of India.] 


Cote (G. D. H.). British Working Class Politics, 1832-194], 
London : Routledge, 1941. 8”. Pp. 320. 7s. 6d. 
[To be reviewed.] 


Compton (M.) and Borr (E. H.). British Industry. Its Changing 
Structure in Peace and War. London: Lindsay Drummond, 1940, 
83”. Pp. viii + 304. 15s. 

[To be reviewed.] 


Cost of Living of Representative Working-Class Families. Liver. 
pool: University Press, 1941. 84”. Pp. 28. ls. 


[This is a useful popular account of the general problem of incomes, needs and 
standards of life which includes a certain amount of new material. It follows 
closely the lines of an article which Mr. Caradog Jones contributed to The Times 
of February Ist.] 


CrowTHER (G.). An Outline of Money. London: Nelson, 194], 
8”. Pp. 459. 10s. 
[To be reviewed.] 


Exnzie (P.). Hitler’s “New Order’ in Europe. London: Mac. 
millan, 1941. 83”. Pp. xii+ 147. 7s. 6d. 
[To be reviewed.] 


Exuincer (B.). The City: The London Financial Markets, 
London: P. 8. King, 1940. 84". Pp. xii + 429. 20s. 

[Reviewed in this issue.] 

Federal Tracts. London: Macmillan, 1941. 7}". 6d. each. 


[With the general ideas and objectives of the Federal Union movement readers 
will already be familiar. These seven a attempt to clarify our thinking 
both regarding the concept as a whole and its many details of application. Sir 
William Beveridge (Peace by Federation) is concerned mainly with the broad 
outlines. He urges the hopelessness of seeking to depend either on a peace of 
revenge and military domination, or on a peace maintained by armaments. He 
goes on to discuss, first, the States to be included, second, the division of powers 
between State and Federal Governments. The former will surprise his readers; 
he excludes Europe east of Germany—the very area that raises many of the 
problems that Federal Union might do much to cure—with a reservation as to 
the possible inclusion of Poland and Czecho-Slovakia; he includes the British 
Dominions, but not India. The way that the colonial empires shall be controlled 
and administered remains ambiguous; they might continue to be governed 
by the States, under Federal supervision, or become a Federal responsibility, if 
the Federation would accept the conditions of paramountcy of native interest. As 
regards other division of powers, defence and foreign relations are clearly a Federal 
matter. Currency, trade and migration all raise fundamental questions, involving 
the issue whether federation shall be an instantaneous, root and branch, revolu- 
tion or a progressively developing change. They raise ‘‘ technical questions of 
ga complexity to which no Enel answer can be given.’’ As regards the form of 

ederal Authority, every member must be adequately A gw and that, Sir 
William Beveridge argues, must involve dem ° © Federal constitution 
would provide for two Houses, an Executive, a Judicature and constitutional 
guarantees for the preservation of democracy. These ideas are worked out in 
detail in the remaining pamphlets. Professor Joad P pte pee of Federation) 
and Mr. K. C. Wheare ( t Federal Government Is) deal with the underlying 
principles. Professor Joad starts from the current philosophy of the State, as 
embodied in the fascist creed, and shows that the State itself is an anachronistic 
step in a continuing process of evolution from the anarchy of individualism to the 
complete integration of the World-State. He might perhaps have argued in 
more detail the conflict between political and economic evolution. Many of our 
troubles arise, surely, from the fact that the scale of our political development is 
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no longer equivalent to that of our economic development. With the inventions 
of the nineteenth century, the economic unit is the world; the political unit is 
still the medieval Nation-State. On the one hand we have attempts to break 
up the world economy into national fragments, on the other attempts such as 
this to build a world State. We are in the throes of another stage of the same 
process which, after increasingly intolerable warfare, made a unity out of the 
amaller States which formerly composed Great Britain or Germany. The place 
in the Federal Union system of colonies and dependencies is argued in detail by 
Lord Lugard (Federation and the Colonies) and Norman Bentwich (The Colonial 
Problem and the Federal Solution). These two pamphlets well illustrate the 
difficulties which Federal Union must solve. Mr. Bentwich, starting from the 
background of an intellectual cosmopolitanism combined with a profound know- 
of the Palestine problem, but, to judge from internal evidence, from a 
rather superficial knowledge of the problems of more backward territories, shows 
a clear inclination to prefer a Federal administration with an international civil 
service, though he is scrupulously careful to put his a case. Lord 
Lugard, with his great knowledge of Africa, but a considerably less apne of 
the more advanced colonies, believes passionately in the advantages of continued 
State administration, while extending everywhere the oars ae of equal oppor- 
tunity in trade and commerce. To an economist the two most interesting 
hlets are those by Mrs. Wootton (Socialism and Federation) and Professor 
Robl ins (Economic Aspects of Federation). Mrs. Wootton starts by defining what 
she regards as the essence of Socialism for the purpose in hand. Somewbat 
surprisingly she does not add to a healthy intolerance of social and economic in- 
equalities and abuses an equally whole-hearted tolerance of other people’s different 
ideas, tastes, languages and cultures. The effect is to give a reader the impression 
that he can only be a socialist and a federalist if he is prepared also to become 
an internationalist, in (what is surely not what Mrs. Wootton intends) the sense 
that he believes in some hybrid culture instead of being proud of being a Czech, 
a a or an Englishman. Professor Robbins is at his best. 
He all the nettles where some of his colleagues give an im ion of 
timidity; he writes as man to man without the least suspicion of ing down 
to one; he is most stimulating of thought where one is most inclined to di 
with him; he is scrupulously fair to his Sesame (that is a common feature of 
all these pamphlets) and always seeks a solution which does not depend on his 
own analysis being right as against the opposite view. The nettles themselves 
are obvious—freedom of migration or some limitation on it; a unified monetary 
system or State currencies capable of relative adjustments; a unified industrial 
system or freedom of the States to adopt different collectivist systems of their 
own; @ unified wage policy or State-determined wages; a Federal or State control 
of railway rates; complete free-trade or powers to restrict where necessary. 
Professor Robbins’ general solution is that, where restrictions can be permitted, 
they shall be imposed only with Federal approval.] 

Fiver (H.). Municipal Trading. London: Allen & Unwin, 1941. 
8}’. Pp. 431. 16s. 

[To be reviewed.] 

GoopFELLOw (D. M.). Tyneside. The Social Facts. Newcastle : 
Co-operative Printing Society, 1940. 8”. Pp. 80. Ils. 

{A very clear and well-documented account of the social conditions on Tyne- 
side. Mr. Goodfellow studies such questions as tuberculosis, infant mortality, 
maternity and child-welfare services, schoo] medical services and education, and, 
with the help of many tables, shows what improvement or what deterioration 
there has been in the years since the last war, and compares them with other 
parts of the country. . Goodfellow has been assisted in the production of this 
pamphlet by members of a tutorial class organised by the Workers’ Educational 
Association, and it is their hope that the detailed study of the experiences of one 
district will be of use in a wider sphere in the post-war reconstruction period.] 

GumtLEBAuD (C. W.). The Social Policy of Nazi Germany. Cam- 
bridge : University Press, 1941. 6}”. Pp. viii+ 134. 3s. 6d. 

[To be reviewed.] 


_ Hare (A. E. C.). The Anthracite Coal Industry of the Swansea 
District. University of Wales Press Board, 1940. 9°. Pp. 84. ls. 

[This series of the Uni ity Coll fS from st h to sti h. 
Though the individual rrr comer are Geavthad as geceghnite thay amb aes cages 
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as miniature volumes, ing themselves to a narrow field, in which the authors 
have made the commendable discovery that longwindedness is not the hall-mark 
of learning. Dr. Hare gives one in 84 pages all that one needs to know about the 
anthracite coal industry. It is interesting chiefly for two reasons: its greater 
prosperity as compared with the bituminous areas and the high degree of amal. 
gamation. In contrast to the bituminous areas, production and exports have 
until lately been growing (they chose 1933 and 1934 of all odd years to reach 9 
maximum) and are well above the 1913 level. Welsh anthracite is, however, in 
a far less monopolistic position than most of us have probably imagined—it repre- 
sented in 1936 less than 6-5 per cent of world output—but as compared with its 
competitors, Eastern Pennsylvania, the Donetz Basin in the U.S.S.R., Ching 
and French Indo-China, it has an overwhelming advantage in access to the richer 
European markets. The amalgamation movement started in the years 1923-7 
with the parallel growth of four rate groups. —Two—Amalgamated Anthracite 
Collieries and United Anthracite Collieries—were merged in 1926. The other two 
groups, Welsh Anthracite Collieries and the Henderson group, became subsi- 
diaries of A.A.C. in 1928. Financially the amalgamations have been unfortunate 
from the start. In 1937 the Webb group was allowed to go into liquidation (its 
debentures had for some years been met by the parent company) the Hender. 
son group’s debentures were converted to preference shares. Finally in 1939 
the necessary writing down of capital was achieved. Dr. Hare attributes to the 
financial difficulties of A.A.C. the lack of capital development in the anthracite 
industry which, in other circumstances, might have e it more profitable. ] 

Hawkins (J.). The Irish Question To-day. London: Fabian 
Society, 1941. 8”. Pp. 52. Is. 

[A clear and interesting study of the political, economic and social conditions 
of Eire and of Northern Ireland since the partition, intended to instruct the 
British ‘‘ whose ignorance . . . of Irish history and of current Irish politics 
almost passes belief.” It contains two useful sections on the economic system 
and on social conditions. ] 

Hayex (F. A.). The Pure Theory of Capital. London: Mac. 
millan, 1941. 84°. Pp. xxxi-+ 454. 2ls. 

[To be reviewed.] 


Hicks (J. R.) and (U. K.) and Rostas (L.). The Taxation of 
War Wealth. Oxford: Clarendon Press, 1941. 84’. Pp. vii + 304. 
128. 6d. 

[To be reviewed.] 

Hriron (C. J.). America’s Economic Strength. London: Oxford 
University Press, 1941. 7}”. Pp. vi+ 114. 2s. 6d. 

[A very useful brief account of the American economy, packed with relevant 
information. It emphasises the great potential output in the war industries. 
One would have liked to see an equally thorough appraisal of the possibilities and 

robabilities that, as full employment is approached and raw material scarcities 
in to emerge, the fiscal system will be able to cope with the task of diverting 
purchasing power from the private consumer to the public purse.] 

IveneaR (S. Kausava). “ British” and “Indian” Finance. 

Secunderabad: Osmania Printing Works. 1940. 93’. Pp. 53+ 
vill. 
[A paper read to the Indian Economic Association in December, 1940, It 
argues that “‘ Indian ’’ finance, as represented by Hyderabad and Mysore, is 
superior to “ British ’’ finance as found in British India. Hyderabad, we are 
told, takes after the U.S.A., and Mysore after Sweden.] 

Jack (D. T.). Studies in Economic Warfare. London: P. 8. 
King, 1940. 84". Pp. viii+ 178. 12s. 

[Reviewed in this issue.] 

LarcE (E. C.). The Advance of the Fungi. London: Jonathan 
Cape, 1940. 84”. Pp. 488. 18s. 

[Com with the -peri in our environment caused by erosion 
and foe wg the sire cf the athe malaria mosquito intc the Americas and 
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similar vast but almost imperceptible movements, the daily economic struggles 
of our generation sp te ligibly important to an observer of the distant 
future. This book d with tt diseases, from the potato murrain of the 
Irish famines to the Colorado tle of to-day, with the researches aiming to 
defeat these diseases and their successes and failures.) 


Laski (H. J.) and Others. Programme for Victory. London: 
Routledge, 1941. 8”. Pp. vii + 187. 5s. 
[To be reviewed.] 


Life and Work in Welwyn Garden City. Privately circulated. 
(A few copies are obtainable from Mrs. Osborn, 16 Guessens Road, 
Welwyn Garden City.) Spring 1939. 

[This survey sp from a conference of representatives of a number of local 
bodies, including ay ae of Commerce, the Trades Council, the Rate Payers’ 
Association, the Rotary Club and the company —s the freehold of the town; 
other public bodies were associated with the work. © methods to be employed 
were worked out in consultation with Prof. 8. R. Dennison, Prof. N. F. Hall and 
Mr. J. F. Cahan; Miss J. Tyrwhitt has been chiefly responsible for the actual 
field work. The investigation is mainly concerned with labour conditions, the 
standard of living and general amenities. All concerned are to be congratulated on 
a useful piece of work which will increase our much too limited knowledge of 
conditions in the smaller towns and villages in this country.] 


McKzeE (JANE). Marketing Organisation and Technique. Toronto : 
University Press, 1940. 9”. Pp. xviii+ 121. $2.50. 


[A useful brief symposium which arises from a series of lectures by different 

on marketing given in the University of Toronto. Lectures deal with the 

general problems of retail distribution, with distribution cost analysis, with instal- 

ment credits, with research in the field and by newspapers, with the techniques 

of salesmanship and of = relations, with transportation, and with the 
interrelations of home and export markets.] 


NarRayaNaSwaMy Narpu (B. V.) and THIRUVENGADATHAN (S.). 
The Madras General Sales Tax Act. Annamalainagar: University 
Press, 1940. 10’. Pp. viii + 220. 


[The General Sales Tax Act was passed in May 1939. It was at the time 
thought by many bend ag mon dangers were considerable and that its inci- 
dence would almost inly be regressive. The experience of a little less than a 
year suggests that the difficulties of administration are considerable, but that the 
effects have not been quite so serious as had been feared.] 


PaRKINSON (J. F.). Canadian Investment and Foreign Exchange 
Problems. Toronto: University Press, 1940. 9’. Pp. ix + 292 
$3.00. 

[Reviewed in this issue.] 

Picou (A. C.). Employment and Equilibrium. London: Mac- 
millan, 1941. 84”. Pp. xi+ 283. 16s. 

[To be reviewed.] 


Pm (Sm Atan). The Financial and Economic History of the 
African Tropical Territories. Oxford: Clarendon Press, 1940. 8”. 
Pp. vii + 234. 10s. 6d. 

[Reviewed in this issue.] 

Potanyt (M.). The Contempt of Freedom. London: Watts, 
1940. 7}. Pp. 116. 5s. 


[Though Prof. Polanyi gives an objective picture of the U.S.S.R. and is not 
slow to acknowledge that many improvements have taken place in Russia since 
the Revolution, the book is a plea for supervisory authority rather than plan- 
ning. For i authority means the co-ordinating of independent action 
into a whole, which presu: the free circulation of ideas and information, and 
planning means the ord action of units who know nothing of the main scheme. 
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Planning, says the author, in all spheres is destructive of the creative spirit and 
often defeats its own ends, just as the Marxian idea that science should only be 
studied for social ends is unsound, for who can foresee the ultimate potentialities 
of a discovery? Science cannot be planned, as all research is really finding odd 
fragments, knowing that in the end they will form a pattern; it is not starting 
from a pattern. The book is actually a collection of four essays written duri 
the years 1935-40; but they have lost none of their interest now that we are in 
the midst of a life-and-death struggle to preserve what is the main theme of the 
book—liberty. But, says Prof. Polanyi, liberty cannot be saved unless it becomes 
again a progressive idea; it must not rely entirely on popular tradition and 
patriotism, but must become again a conquering faith. ‘ Our aim must be not 
to destroy the mechanism of liberty but to amend it by renewing the rules and 
principles on which individuals are called upon to act.’’] 


The Problem of Food Shortage in Europe. London: Macmillan, 


1941. 8}. Pp. 25. 3d. 
[A reprint of an article that appeared in the December 1940 number of The 
Round Table.] 


Ricuarps (C. §.). The Iron and Steel Industry in South Africa, 
Johannesburg: Witwatersrand University Press, 1940. 93". Pp, 
lxi + 471 + 35 + Statistical Appendix. 

[To be reviewed.] 


RicHMoND (ADMIRAL Sir HERBERT). British Strategy, Military 
and Economic. Cambridge: University Press, 1941. 64”. Pp. 
viii + 157. 3s. 6d. 

[This little book deals with the underlying problems and principles of economic 
warfare in their historical setting. It reviews, from this and other angles, the 
Elizabethan wars, the Nine Years’ War, the Wars of the Spanish Succession and 
of the Austrian Succession, the Seven Years’ War, the War of the American 
Revolution, the Napoleonic Wars and the War of 1914—8.] 


South-Eastern Europe. Information Department Papers, Ne. 26. 
London: Royal Institute of International Affairs (Oxford University 
Press), 1940. 9”. Pp. 141. 5s. 

[Some of the material included in this appeared in the handbook “ South 
Eastern Europe ”’ —— by Chatham House in May 1939, and some of it in 
the “‘ Bulletin of International News.’’ The presentation, however, is slightly 
different, as South Eastern Europe is treated as a whole and not as individual 
countries, so that the information may be of more permanent interest in the face 
of a changing Europe.] 

TrwaRI (R. D.). Railway Rates Policy. Bombay: New Book 
Company, 1940. 74”. Pp. 8l. Rs. 2.8. 

[This is a well-written and carefully argued analysis of the railway rates policy 
of the Indian railways. The first 25 pages are concerned with the general t A 
the remainder with its application to the Indian situation. Professor Tiwari’s 
main criticism is not against the powers of the railway administration (he regards 
a high degree of discretionary power as necessary) but rather against a failure to 
use these powers to develop traffic ; “‘ they have tried,’’ he argues, “ to get maxi- 
mum receipts with minimum traffic by charging higher rates.’’] 


Vaxit (C. N.) and Patent (M. H.). Finance under Provincial 
Autonomy. Calcutta and London: Longmans, Green, 1940. 8". 
Pp. xi + 200. Rs. 4. 


[This is a critical examination of the finances of the various provinces since 
1937. Policy, it is said, “‘ has been directed, first, towards the readjustment of 
the tax structure so that the burden may fall on those most able to bear it; and, 
sceond, towards the expansion of social services, the main benefits of which will 
be enjoyed by the masses.” . . . “‘ The tax-structure has been 

modifying or removing the rigours of the existing taxes, and partly by the 
imposition of new taxes.’’ The chief remissions relate to land revenue which 
has been overhauled in Bombay and of which revision is being considered else- 
where. New sources include a share in customs revenue and income tax and 
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various sales taxes and taxes on employment. The general conclusion is that 
the development of social services will require added income and that it is difficult 
to secure this except by increased shares in the two main sources of central 
revenues, customs and income tax.] 


Waker (E. R.) and ANDERSON (D. L.). The Tasmanian Economy 
in 1939-40. Hobart: Pimblett, 1940. 11’. Pp. vii + 43. 


[This year’s survey is by Professor E. R. Walker, assisted by Dr. D. L. 
Anderson. The outstanding problem is the transfer of resources demanded by 
war conditions. The general effect hitherto has not been any grave ral 
decline in incomes, but certain particular groups have been seriously affect 
Government controls and acquisition schemes (the latter applying ——— to 
apples and pears) have helped to spread the effects of the loss of markets over 
the whole community.] 


WatsHaw (R.S.). Migration to and from the British Isles. Lon- 
don: Jonathan Cape, 1941. 9”. Pp. 94. 5a. 
[To be reviewed.] , 


Wiuutams (D. T.). The Economic Development of Swansea and 
of the Swansea District to 1921. Swansea: University of Wales 
Press Board, 1940. 9”. Pp. 189. 1s. 6d. 


[This volume, like Dr. Hare’s, forms one of the pamphlets of the social and 
economic survey of Swansea and district. The economic development of the 
Swansea district came mainly with the development of the smelting industries, 
copper, lead, spelter, tin, and iron. The beginnings with copper were in the 
sixteenth century, but growth became rapid only in the last decade of the 
eighteenth century. The coal trade was, of course, older and Defoe notes chiefly 
the ships loading coal and the medicinal waters of the district. The growth of 
the copper industry, using mainly Cornish ores, continued in the early years of 
the nineteenth century. Cornish supplies began to diminish from the 1860’s 
and the smelting industry, after a peak of prosperity in the °80’s, dwindled 
progressively from then onwards. The decline has been attributed to the attempts 
of an association of the smelters to hold down the prices of ores and raise the 
price of finished copper. While that doubtless contributed to hasten the end, 
it was surely unimportant as compared with the underlying economic forces. 
Copper ores are seldom as rich as 5 per cent. To carry 100 tons of ore to produce 
5 tons of copper must always be uneconomic unless smelting at the mine is wholly 
impossible. The decline of copper was hastened also by the possibility of the 
conversion of copperworks into spelter works. ‘‘ Galvanised” iron had been 
invented in the late ’30’s. The mining booms from the °50’s onwards all over 
the world provided an insatiable demand for the product, and colonial settle- 
ment added, no doubt, its quota. The industry grew and prospered until 1914. 
The growth of. the tinplate industry came about the same time. It was most 
rapid in the ’70’s and ’80’s. The iron industry of the district started in the days 
of charcoal; it developed rapidly in the early years of the 19th century; with the 
development of the tinplate trade its product has increasingly become tinplate 
and steel bars. Mr. Williams is by profession a geographer. His history has 
throughout a clear geographical background, and if occasionally he lapses into 
the _—— of geography (conurbation is a favourite word) that may be forgiven 


him, 

Witiams (F.). Democracy’s Last Battle. London: Faber & 
Faber, 1941. 8’. Pp. 296. 83. 6d. 

[This interesting and well-written book is too little concerned with economic 
problems to justify a review, but contains two chapters on the —— of organ- 


ising for victory and the shape of the future that are worth the attention of 
economists who are thinking on these subjects.] 


World Order Papers. London: Royal Institute of International 
Affairs, 1940. 83". Pp. 176. 3s. 6d. 

[This is the first number of a new series published by the Ro: 

ional Affairs. During the autumn of 1939, when the o meetings 

of the society were discontinued, it was decided to invite several of the members 

of the Institute to contribute to a series of articles their ideas on various aspects 

of a certain question. The subject chosen was “ Can a better order be established 
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in Europe after this war, and what form shall it take? "” The reason for its 
choice was the supreme importance of stimulating thought in this direction, and 
the fact that it must be done privately, as governments engsged in war have 
to be very cautious in formulating terms of peace. The pa; were Originally 
issued privately, as separate pamphlets, to members of the Royal Institute, but 
the interest they created was such that last autumn they were published and 
made available to a wider —. The papers included in this number will be 
found in the list of Recent Periodicals above.] 


American. 


Bucuanan (N. S.). The Economics of Corporate Enterprise, 
New York: Henry Holt, 1940. 9”. Pp. xvii + 483. $3.25. 


[To be reviewed.] 


Bueuuer (A. G.). Public Finance. New York and London: 
McGraw-Hill, 1940. 9”. Pp. xx + 846. 28s. 

[A second edition of a useful text-book on public finance which is, in general, 
more concerned with problems of administration than with the underlying 
theories. } 


CAMPBELL (P.). Consumer Representation in the New Deal. 
New York: Columbia University Press (London: P. 8S. King), 1940, 
9”. Pp. 298. 13s. 

[This is an interesting account of the attempt to protect the interest of the 
consumer in face of legislation —— pri to assist producers. The chief 
examples were the Consumers’ Advisory and the Consumers’ Division, 
N.R.A., which are here described and their successes and failures analysed. 
Further chapters are concerned with consumer representation under the A.A.A. 
and with the general theoretical problems in relation to consumers’ welfare 
raised by industrial regulation.] 


DretricH (ETHEL B.). Far Eastern Trade of the United States. 
New York : Institute of Pacific Relations (London: Allen & Unwin), 
1940. 9°. Pp. xii+ 116. 5s. 

[To be reviewed.] 


Doane (R. R.). The Anatomy of American Wealth. New York 
and London: Harper, 1940. 9”. Pp. xxvii + 345. $2.50. 
[To be reviewed.] 


Ecxarp (E. W.). Economics of W.S.Jevons. Washington, D.C.: 
American Council on Public Affairs, 1940. 9”. Pp. 113. $2.00. 


[Jevons is such a brilliant and fascinating _ among economists that one 
might have thought it impossible to write a dull book about him. Professor 
Eckard has succeeded. He gives a few pages of biography, drawn mainly from 
the Letters and Journal; he P to a pedestrian analysis of Jevons’ writings; 
he ends with an appraisal of Jevons as an economist which add little to existing 
knowledge.] 


Evans (G. H.) and Barnett (G. E.). Principles of Investment. 
New York: Houghton Mifflin Co., 1940. 84". Pp. vii + 225. 


[This is a book for the private investor. It is designed to analyse all the 
various risks involved in any investment. Chapters deal with investment and 
speculation, — and future guides, the pure rate of interest, the nature of 
uncertainty, liquidity, taxability, the evaluation of investment qualities, invest- 
ment associations, and security analysis. Appendices give interest rates in the 
U.S.A. and England, the portfolio of a savings bank in 1939, and a series of 
examination questions for the student-investor. This is a serious and careful 
study by a Professor of Political Economy at Johns Hopkins University whieh 
raises many points of interest to the theoretical economist. ] 
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Fans (C. B.). Government in Japan. New York: Institute of 
Pacific Relations (London: Allen & Unwin), 1940. 9”. Pp. xiii + 


109. 5s. 
[To be reviewed.] 


Hamm (J. E.). The English Hire-Purchase Act, 1938. New York : 
Russell Sage Foundation, 1940. 9”. Pp. 59. 50 cents. 

[This is a useful summary of the problem of hire purchase in Great Britain, 
of the progress through parliament of the Act of 1938, and of the arguments 
raised for and against it. The text of the Act is included as an appendix. The 
author’s treatment is objective rather than critical; indeed he tends to eulogy 
of Ellen Wilkinson’s personal triumph in carrying through a private member's 
bill of such importance. ] 

Movutton (H. G.). Fundamental Economic Issues in National 
Defense. Washington: Brookings Institution, 1941. 8’. Pp. 32. 
25 cents. 

(Dr. Moulton asks himself four very pertinent questions: Will the national 
defense programme require extensive readjustment in the economic life of the 
nation? Can the defense programme be financed without an enormous increase 
of the public debt? Is it possible to carry through the defense programme 
without a great inflation of commodity prices? Is the United States inevitably 
faced with a catastrophic economic collapse at the end of the war? To the first 
question he answers (the pamphlet is dated January 13, 1941) that the magnitude 
of the programme is not such as to require any profound disorganisation so long 
as high increases of consumers’ incomes are —— from reaching the market ; 
to the third, he cautiously answers that while commodity price inflation is eco- 
nomically not necessary, nothing but experience will show whether it in fact 
occurs. ] 

Myrpat (G.). Population. Cambridge, Mass.: Harvard Univer- 
sity Press (Oxford University Press), 1940. 74". Pp. xiii + 237. 
lls. 6d. 

[To be reviewed.] 


Orre (H. F.). Industrial Opportunity in the Tennessee Valley of 
Northwestern Alabama. New York: Columbia University Press 
(Oxford University Press), 1940. 9”. Pp.x-+ 177. 15s. 6d. 


[Increasing attention has recently been given to the inadequate utilisation 
of the resources of the south, but before much can be done it is necessary that 
investigations should be made of different areas, so that their possibilities may be 

ised. This book is Mr. Otte’s contribution to that goal; he gives us a 
detailed study of the industrial opportunity of that section of the Tennessee River 
Vi which lies to the west of the Cumberland Plateau in northwestern Alabama. 
It is illustrated with maps and tables.] 


PrerFER(N.). Pre-requisites to Peace in the Far East. New York: 
Institute of Pacific Relations (London: Allen & Unwin), 1940. 9”. 
Pp.ix+ 121. 5s. 

[To be reviewed. ] 


The Preservation of Business Records. Boston: Business His- 
torical Society, 1940. 9”. Pp. 56. 


[This is a reprint of a useful short pamphlet, addressed to business executives 

ising the importance both for their own purposes and for historical pur- 

poses of keeping business records. It explains not only the reasons, but also 

what should be preserved, how it should be preserved and when preservation 
should be undertaken. ] 


Suicuter (S. H.). Union Policies and Industrial Management. 
oe : Brookings Institution, 1941. 9’. Pp. xiv + 597. 

[To be reviewed.] 
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WatsH (J. J.). Early Banks in the District of Columbia, 1792- 
1818. Washington, D.C.: Catholic University of America Pregs, 
1940. 9’. Pp. viii + 183. 

[A history of the origin, development, decline and dissolution of the banks 
— in the District of Columbia during the years 1792-1818, with a special 
eference to the Banks of Alexandria, of Columbia and of Wi The 

hook was in origin a dissertation submitted to the Faculty of the School of 
Social Science of the Catholic University of America.] 


WitLcox (W. F.). Studies in American Demography. New York: 
Cornell University Press (Oxford University Press), 1940. 9”. Pp, 
xxvii + 556. $4.50. 

[To be reviewed.] 


French. 


Prrov (G.). Les Nouveaux courants de la théorie économique aux 
Etats-Unis. Tome II. L’Economie institutionnelle. Paris: Domat. 
Montchrestien, 1939. 9”. Pp. 230. 85 fr. 

[This is a second edition of a course of lectures delivered by the author in 
1935-6 and first published in 1938. They are more suitable to the student. 
audience to which they were addressed than to the general reader who knows 
the American literature already.] 


Roumanian. 


Luca (8S. P.). Le Danube et les Roumains. Bucharest, 1940. 
94”. Pp. 184. 

[A history of the influence of the Danube on the Roumanians and the various 
races that have been connected with that part of Europe, from Roman times to 
the foundation of the principalities.] 


Official. 
BritTIsH. 

Annual Report of the Chief Inspector of Factories for the Year 
1939. London: H.M. Stationery Office, 1941. 94". Pp. 57. Is. 

[ ite the increased tempo of work d the eight months preceding the 
war and the first four months of actual hostilities, “thn een of accidents wa 
though serious, not alarming. If the first six months of 1939 is compared with 
the previous year there was an increase of about 7 per cent. For the second 
six months the increase was 42 per cent. The fatalities in September were the 
highest on record. They were partly due to increases in the numbers wo 
and in the hours of exposure to risk, partly to the numbers of inonpeclanall 
workers, partly blackout reduction of daylight, Bie. to carelessness —_ 
either from anxiety to push work ahead or from fati But to the extent oi 
22 out of the added 203 deaths the cause was acskdante § from falling through roofs 
while doing camouflage or urgent blackout work. The increase was very sub- 
stantially less than in German pean My ste from 1932 to 1938, accidents ine’ 
by 172 per cent. while the num! insured increased only by 73 per cent.] 


Queensland Year Book 1940. Brisbane : Government Statistician, 
1940. 8%". Pp. xv + 374. 2s. 

[The 1940 edition of this Year Book, edited by Mr. Colin Clark, has again many 
improvements. A great deal of obsolete information has been removed and 
new material has been added, including a population forecast, data on compara- 
tive fertility and mortality of ‘districts, on the “peg ange distribution of indus- 


tries, on building costs, on the balance of trade, on the working population since 
1901, on total taxation assessments. In addition there are summaries of various 
relevant reports and of the war marketing schemes.] 
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AMERICAN. 
Industrial Wage Rates, Labor Costs and Price Policies. Wash- 
ington: Government Printing Office, 1940. 9’. Pp. xxvi + 172. 


[This monograph, prepared for the temporary National Economic Committee 
which is investigating, under the chairmanship of Senator O’Mahoney, the 
concentration of economic power, was actually written by D. V. Brown, C. A. 
Myers and J. A. Brownell, all of the Industrial Relations Section of the Massa- 
chusetts Institute of Technology, E. M. Martin of the Bureau of Labor Statistics 
and J.T. Dunlop of the Department of Economics at Harvard University. The 
objectives of the study were several: the cost information available to those 

ing price decisions and the use made of it: the relative importance of cost 
and other considerations, such as the policy of competition: the price-fixing 
mechanism: the factors governing installation of new equipment. But in the 
process a volume of material was collected which will throw light on the relation 
of prices to labour costs in different stages of the trade cycle and other similar 


lems. ] 


INTERNATIONAL LABOUR OFFICE. 


The Compensation of War Victims. Geneva: International 
Labour Office (London: P. S. King), 1940. 94”. Pp. 91. 2s. 


[This is concerned almost entirely with compensation paid to the armed forces 
or to their relatives) for disablement or death. It covers France, Germany, 
j and Great Britain. There are only brief accounts of compensation to 
civilian war victims, but again limited to death or physical injuries. ] 


GENEVA RESEARCH CENTRE. 


OtsEN (O. E. W.). Post-War Housing Problems. Geneva: 
Geneva Research Centre, 1940. 93’. Pp. 69. $0.40. 


[This short study of housing problems is concerned rather with the general 
social problems involved than with the detail which one has come to expect in 
any book on this subject. Nor is it concerned (despite its title) with the post-war 
reconstruction problems, so much as with the long-term problems of housing 
shortage and slum conditions which, war or no war, will have to be dealt with.] 
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